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Business is bustling along the trade-routes of the world these days, and every indication is that this 
is just the beginning! 

The facts are that the economic inter-dependence of nations is here to stay, and is increasing 
year by year . . . and that American businessmen, more and more, will find that their business 
fortunes are extremely sensitive to what takes place in the Councils in Paris, the jungles of Java, 
the Exchanges in London, and the hills beyond Athens. 

And the facts about the things that are happening in far-off places which have close-to-home 
implications, the facts about the whole world’s economic and political struggles, are in World Report. 
They‘re there the way busy men want them—in short, clear articles which give you a firm under- 
standing of events. 

Your fellow executives who do not see World Report regularly are missing a great deal of 
valuable and usable information, as you know. Chances are that many of them do not know 
that a magazine such as World Report exists, so why not do them a favor by telling us to send 
them sample copies of the current issue? 

Send us the names and addresses of as many of your friends and associates as you like—and 
we'll be happy to mail a copy of World Report to each of them. And be sure to 
tell us whether or not you want us to include your name as the person who is 
making the introduction. 





1237 TWENTY-FOURTH STREET, N.W., WASHINGTON 7, D. C. 
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A Canadian trade mission is to visit the 
Union of South Africa in September to 
strengthen commercial ties. The mission 
will be headed by James A. MacKinnon, 
Minister of Trade and Commerce, and 
will include leading Canadian business- 
men. Trade relations between the two 
countries already are good. Canada's 
exports to the Union rose from $17,996,- 
952 in 1939 to $68,632,865 in 1946, 
when South Africa was her third best cus- 
tomer after the U.S. and Britain. Can- 
ada’s imports from South Africa rose 
during that period from $3,990,881 to 
$7,891,625. The Canadians hope the cur- 
rent expansion in South Africa’s indus- 
tries will lead to an even stronger 
demand for Canada’s manufactures. 


oo 90 


Electrification of Italy’s railways is be- 
ing pushed as rapidly as possible. Gov- 
ernment officials hope that the Rome- 
Genoa line will be electrified completely 
by mid-1948 to help handle an expected 
influx of tourists. Other lines scheduled 
for early electrification are the Turin- 
Milan-Venice, the Bologna-Padua, the 
Messina-Palermo, the Messina-Siracusa, 
the Bologna-Ancona-Bari and the Rome- 
Sulmona-Pescara. Italy received from the 
U.S. 300 locomotives and 650 coaches. 


oo O 


Germany’s motion-picture industry in 
the U. S. occupation zone is to be revived 
under control of the Military Govern- 
ment and permitted to compete again in 
world markets. The movies are to be ex- 
ported to help pay for imports of food 
and raw materials. 


o 90 9 


To attract tourists, France is speeding 
the work of clearing mines and other ex- 
plosives left from the war. Danger to 
visitors now is reported to be virtually 
nonexistent. Already cleared are 3,350 
communities. In the Department of Cal- 
vados, along the Normandy coast, only 
2,500 of the 52,500 acres mined by the 
Germans have not been cleared. Of 25 
coastal resorts, 16 have been cleaned up 
completely. Sections still not fully safe 
are isolated, marked as dangerous and 
guarded to protect visitors. 


o 90 Oo 


A total of 638,048 buildings, including 
office structures and shops, was erected 
in Japan between the surrender and 
May 1, the Japanese Government re- 
ports. This is a little more than a fourth 
of the estimated 2,460,000 houses de- 
stroyed during the war. 


—Newspoin ts 
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A postwar record in passenger-car out- 
put was set by British factories in June, 
when 29,268 were manufactured. This 
was over 1,000 more than the average 
monthly production in 1938. Production 
of commercial vehicles in June totaled 
14,286 as compared with an average of 
9,000 a month in 1938. During the 
first half of this year, 59,556 passenger 
cars, or 46.6 per cent of production, 
were exported. Exports of commercial 
vehicles _ during the same _ period 
totaled 23,145, or 30.3 per cent of pro- 
duction. A shipment of 1,300 cars and 
tractors now is en route to New Zealand 
from London. 


oo 90 


Crude-oil output in Iran from the wells 
of the Anglo-Iran Oil Company, Ltd., 
reached a new high last year of 19,189,- 
551 tons. This was 2,350,000 tons more 
than the previous year’s production and 
double the 1939 figure. Net profit last 
year was about $38,500,000. The refinery 
at Abadan handled 17,673,000 tons of 
oil, also a record, and now is being ex- 
panded. 


o 0 °O 


The U.S. Commerce Department is 
asking American business firms and tech- 
nical societies to help its Office of Tech- 
nical Services make available to industry 
in general details of Germany’s wartime 
industrial practices. The OTS has col- 
lected about 500,000 German technical 
documents and printed them on micro- 
film, but its staff is not large enough to 
translate and evaluate all of them. The 
agency believes that only a few firms 
have the technical experts needed to 
make use of the material in its present 
form. 


oo Oo 


To improve transportation in Indo- 
china, France is producing 1,500 light 
planes for use as air taxis. Some already 
have been delivered. 


o 0 9 


Air mail from the U.S. to overseas 
points averaged 354,525 pounds a month 
during the first half of this year. This was 
a 75.1 per cent increase over the volume 
last October, the last month before lower 
rates went into effect. A new peacetime 
high in volume was reached in May, 
when 409,158 pounds were flown. In that 
month, air mail to Europe increased 97.2 
per cent over last October; to South 
America, 75.9 per cent; to Africa, 218.6 
per cent; and to the Near East and Asia, 
235.5 per cent. 
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Wherever the control of tempera- 
ture, pressure, liquid level or mechan- 
ical operations are involved, Mercoid 
Controls and Switches assure a maxi- 
mum in efficient and dependable 
performance. 


Che Only 100% (Mereury 
Switch Equipped Controls 


Consult Mercoid catalog for complete 
information on the entire line. 


A copy will be sent upon request. 


THE MERCOID CORPORATION 
4201 BELMONT AVE., 
CHICAGO 41, ILL. 
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Memo from the Editors 





Hardest problem facing Marshall Planners is how to keep 
Germany powerless to wage future war while putting her industries to 
work for Europe’s benefit. To thrice-burned France, Germany's mili- 
tary impotence comes first. Yet it is generally agreed that German pro- 
duction is the key to European recovery. Behind closed doors, on both 
sides of the Atlantic, a new approach to the problem is gaining sup- 
port. Its advocates think it would make Germany useful to her neigh- 
bors and still prevent her from becoming a threat to any of them. On 
page 22, our Report on World Politics explains how the German prob- 
lem may be worked out. The new approach is not yet a program, and 
it may never win agreement, but if it does it may open the road to a 
prosperous and stable Europe. 


Can the Soviet regime ride herd on Russia's 200,000,000 
people as closely as Communist political philosophy requires? Staff 
Correspondent Robert Kleiman made a study of evasions of Marxian 
economic principles in Moscow. What he found people were up to, 
even in the shadow of the Kremlin, is related on page 14. 


In Evrope’s urgent search of ways to increase production, the 
question of whether more goods can be transported has often been 
overlooked. A dispatch on page 10 brings you the facts and figures on 
this secondary problem that may soon become of primary importance. 


Russian purchasing missions would rather go home empty 
handed than reveal inventories of strategic materials in Russia. But 
there is another source of information on Russian purchases and stocks 
on hand. The tangled skein of other nations’ figures on their exports 
to Russia can be combed out to reveal the story. On page 8, a dispatch 
and a chart sum up Russia’s strategic buying. These purchases have a 
triple meaning for U. S. business. They stimulate business and provide 
purchasing power for countries from whom Russia is buying. They 
narrow the market and raise prices of the products Russia is buying. 
And they may force a speed-up of U. S. stockpiling, which would put 


the U.S. Government into competition for materials which U. S. 


industry also needs. 


U. S. businessmen who want to make the most of any recovery 
in European markets may have to learn new techniques of buying and 
selling. Trade fairs in Europe this year are establishing patterns that 
may well have a permanent effect on a world in which government 
control and operation play increasing roles in economic life. A dis- 
patch on page 24 gives a picture of business operations at these fairs 
and suggestions on how to make the most of opportunities they offer. 
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FROM THE CAPITALS OF THE WORLD 


For World Report : 
Issue of August 19, 1947 
Volume 3, No. 8 : 


It's to be a rather hectic period in the next few months, a period when 
-@ rise in poverty elsewhere is to change the outlook. for individuals in the U.Se .. 

Crisis in Britain is only a part, however large, of: the growing--trouble. 

France, Greece and Germany also are areas of distress, of acute strain. 

Nations next door, even Canada and Mexico, are in financial hot water. 

Net result is an economic crack=-up in much of the world. On the surface, 
it’s called a dollar famine. Basically, it’s a lack of production in Europe 
and Asia. Whatever the description, it's clearer than ever that the U.S. can't 
avoid the effects, can't continue to sell abroad three times as much as she is 
buying. An export boom, based on borrowed dollars, is beginning to wear off. 














To show some basic problems in Britain under socialism..... , , 
Key industries, above prewar, are still below new targets. Coal is criti- 
cal. Steel and autos are held back by a lack of coal. Electric power is scarce. 
Manufacturing plants, in numerous lines, are run down and out of date. 
Man power is in short supply in relation to industrial requirements. 
Worker efficiency is quite low as compared to the U.S., with few incentive 
goods available and a growing preference shown for white-collar employment. 
Labor Government, now in power, is under pressure to raise wages, cut hours. 
Costs in industry, on this basis, tend to increase per unit of output. 
Britain, at present, is unable to produce at a rate to be self-supporting. 
It needs to be remembered, of course, that Britain came out of the war with 
her plant damaged, loaded with debt, short on food and lacking working capital. 
It is against such a background that both Britain's desire and ability to raise 
production rapidly has to be evaluated. 

















Britain's distress is caused partly by low production and high spending. 
But there are other important elements not so readily recognized. 

Britain promised, in her U.S. loan, to pay dollars after July 15, 1947, when 
dollars were demanded by other nations to settle current trade balances. That's 
what is called “convertibility," the cashing of earned sterling into dollars. 

Britain hoped, by expanding and guiding her own trade, by making special 
deals in advance, to avoid sharing many of her dollars with other nations. 

Actually, Britain finds that she is pressed on all sides for dollars. 

Canada, for example, insists on dipping deeply into Britain's dollars. She 
has a special need for dollars in order to buy necessities in the U.S. 

Argentina, in a strategic position selling wheat and meat, is able to draw 
heavily on Britain, to demand dollars so she can continue to spend in the U.S. 
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Even Sweden, by selling Britain more than she buys, piles up a balance and 
then undertakes to collect that balance in dollars. 

In other words, Britain finds she is not only short of dollars for herself 
but is forced to split her dwindling supply with other nations on a scale that 
threatens disaster. At bottom lies the hard fact that only with dollars can the 
world at large obtain the things that the U.S. alone can supply. 





What Britain has done currently is to sound an alarm..... 

Belt tightening, of the Attlee type, is only a preliminary step. 

Savings, planned or indicated thus far are only a negative measure. 

Real expansion, production on a scale to get results, isn't in sight. 

It can turn out that the most Britain has done now is to place her needs 
at the head of the list of European nations seeking more U.S. assistance. There 
has been, and is, considerable worry in Britain lest the met effect of a 
Marshall Plan for Europe would be to make Britain take her turn in a long line 
of other applicants, without any special claim on U.S. resources. That's a 
viewpoint that irritates U.S. officials. The U.S. is insisting that Britain 
exert a maximum of self-help in her own interest, not just maneuver for position. 








Not that Britain can be written off. She can't be. Instead: 

U.S. agreement will be needed to allow Britain more freedom in spending 
the remaining $1,000,000,000 of her loan. U.S. will have to consent, too, so 
that Britain can reduce, or postpone entirely, a sharing of dollars with others. 

A larger part of the dollar costs in Germany will be borne by the U.S. 

Additional dollars eventually will be supplied by the U.S. to Britain. 

In the near future,: Britain is likely to get some relief through dollars 
provided by the World Monetary Fund. There's a question of borrowing rates to 
be settled, to be whittled down before Britain gets any large sums. It's also 
a fair prospect that Britain will seek a loan, tied to a development progran, 
from the World Bank. As far as emergency reserves are concerned, Britain still 
has $2,400,000,000 in gold and dollars. That's beside slower assets in U.S. 
investments and $500,000,000 unspent of Canadian borrowings. 











Before the crises ease, before the rest of the world earns a living..... 
International trade is to ‘be curtailed even more by import quotas, by all 
kinds of restrictive devices that isolate markets and assure preferences. 
A need to become self-supporting is likely to be translated in many cases 
into an excuse for attempting self-sufficiency, for building high tariff walls. 
The irony of that turn of events is this: 
Postwar policy of the U.S. aimed at achieving a return to freer trade. 
Trade blocs, state trading, exchange juggling, all were frowned upon. 
U.S. loans were to be extended on terms that would promote world trade. 
As matters work out in actual practice: 
Lending by U.S. is insufficient to tie borrowers to U.S. trade ideas. 
Necessity, what is called self-defense, is used to excuse many deviations. 
Britain, in particular, is intent upon complete discretion in her trading. 
In other words, U.S. is finding it necessary to lend and spend more to 
keep the world from falling to pieces. But U.S. is losing any assurance that the 
policies she favors for world trade will apply among the leading trading nations 
of the world. That's the drift, as things are slipping away just now. 
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PLAN TO EASE BRITAIN’S WORST CRISIS 


Necessity, in spite of belt tightening at 
home, of finding other ways to bridge gap 


until Marshall proposal is effective 


Reported from LONDON 
and WASHINGTON 


It is becoming clear now to officials in 
London and Washington that it will take 
a lot more than austerity—the British 
word for belt tightening—to prevent a 
collapse in Britain before the Marshall 
Plan can come into effect. 

The  belt-tightening program  an- 

nounced by Prime Minister Clement Att- 
lee a few days ago will stretch Britain's 
evaporating dollars a little further than 
they would go otherwise. But unless addi- 
tional steps are taken quickly, Britain 
may be drained dry of dollars months be- 
fore any help can be expected from the 
Marshall Plan. 
@ Economies resulting from Attlee’s 
austerity program might save Britain 
$1,000,000,000 a year at the outside. 
That is not nearly enough to get the 
country’s trade back into balance. Britain 
currently is losing dollars at the rate of 
$3,240,000,000 a year. Thus it is clear 
that austerity cannot plug even a third of 
the leaks. 

Prime Minister Attlee has outlined 
what Britain can do for herself by re- 
ducing imports and stepping up exports. 
Now the spotlight is turning to a larger 
side of the problem: What other coun- 
tries will be called on to do. 

@ Dollar drains that the austerity pro- 
gram cannot touch will require inter- 
national action to remedy. 

Occupation costs in Germany are a 
heavy dollar burden that Britain cannot 
support much longer. There is increasing 
restlessness at home over going on short 
rations in order to feed former enemies. 

British purchases in the U.S. for Ger- 
many in the first six months of 1947 were 
$116,000,000. Additional dollar costs 
Britain has to bear in Germany bring the 
bill up to an estimated $300,000,000 a 
year. 

Britain still pays half the occupation 
costs of the Anglo-American Zone of Ger- 
many. There are two possible ways out 
of that expense: Britain may ask to pay 
her share in sterling instead of dollars, 
or she may ask the U. S. to take over the 


entire cost of supplying the Anglo-Ameri- 
can Zone. 

Convertibility, however, is the biggest 
hole through which Britain’s dollars van- 
ish. Britain’s financial system is breath- 
ing very hard as the result of converti- 
bility clauses written into agreements 
made with several countries in the last 
11 months. In general, such agreements 
have provided that British purchases from 
the countries involved are to be paid for 
in dollars, whenever requested, instead 
of pounds sterling. . 

Most of Britain’s creditors, finding they 
can get faster delivery and often better 
prices in the U.S., have used this privi- 
lege to the limit, causing a vast increase 
in the drain on Britain’s dollar supply. 

Since July 15, this outgo has been 
increased by the fact that nearly all of 
Britain's suppliers can demand dollars 
for their goods. 

The danger is that convertibility is 
resulting in a serious threat to Britain’s 
trade, since in practice it is discouraging 
British exports while tending to increase 
her imports. This is exactly the reverse 
of the direction Britain must take to sur- 
vive. 

As a direct result of convertibility, 
several countries recently have imposed 





Prime Minister Attlee’s 
new “‘austerity’’ program 
can postpone a worse crisis 
in Britain but cannot pre- 
vent it. To head off collapse 
before winter and bridge 
the pre-Marshall Plan gap, 
Britain will ask for tempo- 
rary relief from heaviest 
international commitments. 











drastic restrictions on imports from Brit- 
ain as well as from the U.S. The reason 
is that they need dollars. In reducing 
their imports from Britain, they see a 
way of earning more dollars. For since 
July 15, when Britain made the pound 
convertible to nearly all comers, coun- 
tries can earn dollars just as easily by 
cutting their imports from Britain as 


’ by cutting their imports from the U. S. 


This is how it works: 

Countries like Sweden and Argentina, 
which normally sell more to Britain than 
they buy from her, accumulate a sterling 
surplus. Now these surpluses are con- 
vertible into dollars. So it has become 
advantageous for Britain’s trading part- 
ners to have as large a favorable trade 
balance with Britain as possible. The way 
to dc .hat is to buy less from Britain and 
try to sell her more. 

The problem has a direct bearing on 

Britain's “export or die” program. For 
Britain can hardly expect to reach her 
export goal, realization by mid-1948 of a 
40 per cent increase over the 1938 
volume, if her customers continue to have 
such a strong incentive to cut their im- 
ports from Britain. 
@ What can be done to keep Britain's 
head above water until help can be ex- 
pected from the Marshall Plan is to be the 
subject now of intensive conferences be- 
tween top-level officials of the U.S. and 
United Kingdom. They will try to find a 
way to ease Britain's burden without 
necessitating a special session of Con- 
gress. A number of possibilities are being 
considered. 

International Monetary Fund offers 
the best hope for quick action. Ordinarily 
Britain would be entitled to withdraw 
only $325,000,000 from the Fund in the 
current 12-month period. That would not 
be enough to help much in the present 
emergency. 

Britain’s hope for larger-scale help 
from the Fund rests on a technicality in 
the organization's constitution that allows 
the Fund to waive normal limitations in 
special cases. If its members so desired, 
the Fund legally could lend Britain as 
much as $1,300,000,000, the amount of 
her quota in the organization. That would 
be a big help in tiding Britain over the 
pre-Marshall Plan gap. 

The Brit' Loan Agreement itself 
contains another +~ .ble loophole. It 
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Britains Answer to Dollar Crisis 


1. Britain gives official notice 
that her dollar supply is down to 
the danger level; asks U.S. to ease 
terms of loan agreement. Prime 
Minister Clement Attlee announces 
long list of new austerity steps 
aimed at cutting dollar deficit. 
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3. Armed forces are to be cut 
sharply in next six months, releas- 
ing 420,000 men for British indus- 
try, which is suffering an acute 
shortage of man power. Britain's 
overseas forces of 500,000 are to 
be cut in half by next March. 


S. As a last resort, Britain may 
have to dig into her gold and hord 
currency reserve of $2,400,000,000. 
Only a portion of that amount can 
safely be used, however, without 
endangering the nation’s whole 
financial structure. 


2. Drastically reduced imports 
are to make life in Britain grim- 
mer than it was in wartime. Food 
and petroleum imports are to be 
cut to the bone. Housing program 
suffers setback as lumber purchases 
are reduced by $40,000,000. 


4. Short on food for home needs, 
Britain is staggering under the 
burden of supplying half the food 
imports of the Anglo-American 
Zone of Germany. British are ask- 
ing U.S. help in carrying their 
$300,000,000 shore. 


6. Prime Minister Attlee stresses 
that Britain must reserve a larger 
proportion of her production for 
overseas markets, leaving less for 
consumption at home. For the Brit- 
ish, that means stricter rationing, 
more austerity, less to eat and wear. 





stipulates that the British must make the 
pound sterling convertible in current 
transactions after July 15, 1947, “unless 
in exceptional cases a later date is agreed 
upon after consultation.” 

Although the deadline already has 
passed, some experts believe it is still not 
too late for the U.S. and Britain to agree 
on a postponement of convertibility. If 
that happened, many of Britain's sup- 
pliers would have to agree to receiving 
payment in pounds sterling that could 
not be traded in for dollars until some 
future date. 

Modified interpretation of the con- 
vertibility clause in the British Loan 
Agreement is another possibility. One 
thing the British are proposing in current 
negotiations with U.S. officials is that 
they be allowed to make informal ar- 
rangements with friendly nations where- 
by they will consent not to draw too 
heavily on their sterling accounts. 

London has been secretly sounding 
out some of her customers on the propo- 
sition that sterling accounts will not be 
readily cashed but that “transfers” will 
be made therefrom on application. 

Denmark, for instance, may consent to 
leave her sterling balances in London and 
only draw in proportion to her most 
urgent needs for dollars. 

Such temporizing measures may make 
it possible for Britain to continue to make 
sterling readily convertible on current 
transactions during the next several 
months or until more substantial relief 
is forthcoming under the Marshall Plan. 

Clause 12 of the Loan Agreement 
leaves the way open for any modification 
of the contract on which the two govern- 
ments can agree. Catch to that is that any 
such modification must be approved by 
the British Parliament and the United 
States Congress. By the time Congress 
reconvenes next January, it will be too 
late. 

The possibility that Congress might 
have to be called into special session how- 
ever, is not ruled out. 

Trade discrimination, now forbidden 
to Britain under the terms of the Loan 
Agreement, would be temporarily per- 
mitted again, if the British had their way. 
Easing of this provision of the loan terms 
would enable Britain to concentrate her 
purchases in areas where she could get 
them without spending dollars, especially 
in the Dominions. 

It is questionable whether an easing 
of the limitations on trade discrimina- 
tion would help Britain much in the 
present emergency, however. She already 
is buying most of the available surplus 
of the nondollar areas. 

@ Any measure taken in the near future 
to bolster Britain is likely to be a stop- 
gap. The real problem is how to get 
Britain back on her feet so that crises 
like the present one will not recur. For 
the solution to that problem, Britain's 
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hopes are on the Marshall Plan. 
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DRAB LIFE AND DULL DIET 
FOR THE AVERAGE BRITON 





Hope of maintaining caloric content of nation’s 
menu, despite ration cuts that make meals 
even more monotonous than during the war 


Reported from LONDON 


This is the austerity menu that the 
average Briton now faces: 
@ Meat portions are to be cut to less 
than the pound a week, fresh and 
canned, that Britons have been getting. 
@ The bacon ration of 2 ounces a week, 
already down to half the wartime allow- 
ance, may be reduced still further. 
@ Powdered eggs, bought mainly with 
scarce U.S. dollars, may disappear en- 
tirely. They have been a staple food in 
Britain, where most people are lucky to 
average one shell egg a week. 
@ Milk, except for children and the sick, 
is likely to be unobtainable above the 
basic ration of 3 pints of home-produced 
fresh milk a week. Imports of powdered 
milk from America are to be cut sharply. 
@ The tea allowance of 2 ounces a week 
may be left untouched, since Britain gets 
tea without dollars. But the sugar ration 
of 10 ounces a week to sweeten the tea 
may be cut back to the wartime level 
of 8 ounces, 
@ Cheese rations, now only 2 ounces a 
week, may be sliced still thinner, except 
for manual laborers. 
@ Bread rations equivalent to four 1- 
pound loaves a week may not be re- 
duced, but there will be less butter, mar- 
garine and preserves to spread on the 
bread. The fats allowance has been 7 
ounces a week, the preserves ration 4 
ounces. 
@ “Extras” that Britons have been able 
to buy to supplement basic rations will 
be cut drastically. As a starter, the extra 
ration points each person can spend each 
month has been reduced from 32 to 28. 
@ The monotony that will rule British 
dinner tables when import cuts an- 
nounced by Prime Minister Clement Att- 
lee take full effect is described in a cable 
from E. J. Drechsel, World Report's staft 
correspondent in London. Drechsel says: 

Restaurant and hotel meals will be 
forbidden to the average British subject. 

Cakes baked at home will become a 
rarity, because of the cuts in milk im- 
ports and other baking ingredients. 


Canned foods imported from the U. S. 
are likely to disappear from store shelves. 
Until now, an Englishman could spend 
his extra ration points to buy, for in- 
stance, one pound can a month of Amer- 
ican tinned meat or fish, beans, dried 
fruits, breakfast cereals, biscuits, cheese 
or sweets. Now Britain will sharply re- 
duce imports of these foods from the U. S. 
@ The effect of these cuts may not be 
felt immediately, because stocks on hand 
are larger than they were last year, For 
some items, the supplies may last for 
months before the full austerity hits Brit- 
ish dinner plates. 
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DEAD PIGEON 
Smaller meat rations spell his doom 


In actual calories, the reduction in the 
British diet may be slight. The Prime 
Minister makes it clear that basic rations 
will not be reduced unless absolutely 
necessary. And if cuts are unavoidable, 
manual workers will get special food 
allowances. 

@ Alternative food supplies, to replace 
items cut from the list because of the dol- 
lar shortage, will not be easy to come by. 

Britain already is buying all she can 
from countries accepting sterling and 
“soft” currency. For instance, Britain is 
taking all the exportable surplus of meat, 
butter, cheese and sugar from Australia, 
all the meat, butter and cheese available 
from New Zealand, all the bacon Den- 
mark can spare and all the oils, fats, 
copra and sugar that the colonies can 
send. Unusual domestic foods, like native 
pigeon, will be in great demand. 

A long-range plan to get more food 
from areas where Britain does not have 
to spend dollars is under consideration, 
but only in the blueprint stage. A new 
Overseas Food Corporation, backed by 
the Government, hopes to intensify food 
raising in Australia and elsewhere by di- 
rect investment of British funds. 

@ Apart from food, the tighter austerity 
will make life in Britain generally more 
drab. 

Gasoline rations will be cut, reducing 
monthly mileage for pleasure drivers to 
175 miles. 

Film fare in British theaters may not 
be affected immediately by the higher 
import duties. Despite an embargo by 
Hollywood producers on shipment of 
U.S. films to Britain because of the im- 
port tax, the British have about a six 
months’ supply of American pictures on 
hand. 

Smoking is going to become even less 
attractive. Imports of Virginia tobacco 
are likely to be pruned down. British 
smokers, now paying 67 cents for a pack- 
age of cigarettes, will have to accustom 
their tastes to more Oriental tobacco. 

Vacation to escape this monotony in 
diet and recreation will become more dif- 
ficult. The amount of money Britons can 
take out of the country for travel abroad 
is cut from $300 a year to $140 every 
14 months, with a corresponding reduc- 
tion for children to $80. 

All these restrictions are no joking mat- 
ter to Britons, who have been on short 
rations since 1939. But still they cannot 
help smiling at the complaint made re- 
cently by one Member of Parliament: 

“Since the Government's austerity pol- 
icy is putting us all on prison fare, I 
think the Government should at least 
increase the travel allowances so that the 
inmates can escape once in a while.” 
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Desire of both nations to ensure adequate 
supplies of strategic items in case of war. 
Washington's concern over Russian buying 


Russia and the United States are enter- 
ing the first lap of a race for strategic 
materials—a race that will be expensive 
and may be dangerous. 

@ What is happening now is that Russia 
is using barter and pressure to get many 
strategic materials that are lacking or 
are in short supply within the Soviet 
Union. This fact is turning up in the 
export figures of other countries to Russia. 

As a result, the U.S. Government is 
considering the advisability of a speed-up 
in her own stockpile buying. 

In Moscow, U.S. representatives can 
get few reliable statistics on Russia's 
stockpiles or on the needs of Russian 
industry. Secrecy surrounds the extent of 
Russia’s own resources in strategic ma- 
terials. 

The secrecy is carried to such lengths 
that the Russians recently were unwilling 
to give the U.S. even general estimates 
of Russia’s supply of tin plate. Rather 
than reveal the information, Russian buy- 
ers left the U.S. without the tin plate 
they said Russia needed for canning 
food. 

Such tactics force the U.S. Govern- 
ment to make its own estimates of what 
materials Russia is buying for peacetime 
industry and what is being hoarded for 
use if war comes. 

In Washington, the Army and Navy 
Munitions Board is spreading the stock- 
piling of 83 strategic materials needed for 
national defense over a period of five or 
six years. 

Congress has instructed the Board to 
defer buying, if possible, when U.S. 
industry is in need of the material con- 
cerned. Consequently, the Board spent 
only $81,104,112 in the fiscal year just 
ended. For the year ahead, the Board 
asked $360,000,000, but Congress au- 
thorized the expenditure of only $175,- 
000,000 for strategic materials. 

Such sums are chicken feed compared 
to the $2,100,000,000 program for stock- 
piling set up by the Government in 1944. 
What is more, the cost estimates under 
that program are based on 1936-39 
prices. At current prices, the same pro- 
gram will run to at least $2,500,000,000, 
may approach $3,000,000,000 and cer- 
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tainly will exceed that sum if Russian 
competition for strategic materials con- 
tinues to increase. 

@ What Russia is buying on world mar- 
kets is determined by shortages within 
the Soviet Union. Like the U. S. Govern- 
ment, the Politburo is determined not to 
be caught short of strategic materials 
should war come again. Some of Russia’s 
current purchasing, shown on the accom- 
panying chart, is in such quantity as to 
suggest heavy stockpiling. 

Tungsten is going to Russia in large 
quantities from China, world’s largest 
producer of the steel-hardening alloy, and 
normally the main source of U.S. sup- 
plies. Russia now is taking all Chinese 
tungsten. 

Chiang Kai-shek’s Government, al- 
though fighting Chinese Communists, is 
paying Russia in tungsten, tin and other 
strategic materials for arms sent to China 
from Russia in 1938. Last year, shipments 
of Chinese tungsten to Russia averaged 
336 long tons a month; this year the 
rate has increased to 420 tons. 

There are other indications of Russia’s 
interest in tungsten. Shipments of Portu- 
guese tungsten consigned to Sweden are 
going through that country to Russia. 
The Swedish route is being used by Rus- 
sia for other strategic materials, includ- 
ing cork from Portugal and Spain. 

Molybdenum, a substitute for tungsten, 
is virtually a monopoly of the U.S., 
which produces about 90 per cent of the 
world’s output. Russian buyers are find- 
ing small quantities of molybdenum in 
Chile and Norway and are buying man- 
ufactured goods containing molybdenum. 
Sweden, for example, is sending Russia 
molybdenum filaments used in electric- 
light bulbs. 

Antimony is sought by Russian buyers 
in Yugoslavia, Mexico and other coun- 
tries. Normally China supplies antimony 
to Russia, but current Chinese produc- 
tion is going to the United States to 
complete the liquidation of two loans 
from the Export-Import Bank in 1940. 
About 4,000 tons of Chinese antimony 
has reached the U.S. this year. 

Natural rubber is an index to the ur- 
gency of stockpiling because it must be 


rotated to avoid spoiling. Russia is buy- 
ing much natural rubber in British Ma- 
laya and through London markets, but 
in quantities that suggest industrial use 
or stockpile rotation rather than emer- 
gency buying for war. Russia’s output of 
synthetic rubber is large. 

At present, Russia's American competi- 
tors for rubber are private buyers, not 
the Government. U.S. stockpiles of nat- 
ural rubber are not being increased at 
this time. 

Vegetable oils are short in Russia due 
to poor crops of flax and sunflowers, main 
source of Soviet vegetable oils. Russian 
buyers are scouring the world for vege- 
table oils of all kinds. Linseed oil, sought 
in the Argentine, may be used by the 
Russians as a food oil, but Soviet buyers 
also have purchased large quantities of 
tung oil from China. Tung oil, a sub- 
stitute for linseed oil as a drying agent 
in paint, is poisonous and cannot be used 
for food. 

Fish oil, including sperm oil and cod 
liver oil, is being imported into Russia 
from Norway. Under a trade agreement 
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recently signed in Oslo, Russia is to get 
10,000 tons of hardened whale oil and 
1,500 tons of cod liver oil in 1947. 
Cordage fibers, sent to Russia in large 
quantities through Lend-Lease during 
the war, now are high on the list of 
Russia’s needs for stockpiling and in- 
dustrial uses. Russian buyers competed 
with U.S. buyers for the whole of Mex- 


‘ico’s output of American hemp, but the 


Soviet agents thus far are getting only 
remnants. In India, Russia is bartering 
manufactured goods for jute in large 
quantities. 

Copper, lead and zinc all are available 
within Russia’s frontiers, but not in suf- 
ficient quantity to make the Soviet Union 
completely independent of imports. All 
three are traded around through the 
Eastern: European countries within Rus- 
sia’s orbit, but more of each is going 
into Russia than is coming out. 

Yugoslavia, for example, is sending 
Czechoslovakia copper and lead. Russia 
is sending Czechoslovakia some rubber 
and jute. But all four materials go into a 
cable factory which is sending its entire 
output to Russia. 

Soviet trade agreements with Eastern 
European countries disclose that the 
Soviet Union is taking most of the area’s 
strategic materials, much of which went 
previously to Western Europe. 

Radium production is virtually limited 
to the Belgian Congo and Canada. It is 
listed as a strategic material due to its 
use in luminous products and inspection 
instruments, but 85 per cent of world 


output is used. for medicinal purposes. 
Canada recently sold a quantity of ra- 
dium and radium salts for medicinal use 
tu Russian buyers. 

Wool is being purchased by Russia 
throughout the world. Russia’s first com- 
mercial deal with Chile, following the 
opening of diplomatic relations last year, 
was a wool purchase. A plan to barter 
wood for Australian wool fell through, 
however, because Russia could not sup- 
ply the wood. | 

Russian purchases of wool, shellac, tin, 
rubber and other strategic materials on 
the London market are so heavy that 
Britain’s purchases from Russia provide 
only a portion of the pounds needed by 
the Soviet Union. As a result, Russia has 
been acquiring pounds by selling furs 
and luxury items in India, Scandinavia 
and other areas rich in British pounds. 

From the U.S., Russia is purchasing 
large quantities of machine tools and 
machinery, including abrasives, made 
with materials that both powers consider 
strategic. Through Lend-Lease, Russia 
already had received from the U. S. large 
quantities of molybdenum, tungsten and 
other strategic materials which may still 
be on Soviet stockpiles. 

Russia, which also is buying much 
drilling and other oil industry equipment, 
buys petroleum from U.S. West Coast 
ports for her Far Eastern provinces as a 
matter of convenience to avoid the neces- 
sity of using the roundabout route from 
the Soviet oil fields in European Russia 
and the Caucasus. 


q@ U.S. buying for stockpiles for nation- 

al defense is not yet seriously affected 
by Russian competition; but the U. S. is 
watching Russian purchasing with grow- 
ing concern. 

From Russia, however, the U. S. still is 

getting some materials that rate high on 
the U. S. list for defense stockpiles. These 
include 45 per cent of U.S. imports of 
battery-grade manganese and 24 per cent 
of U.S. imports of metallurgical-grade 
manganese, in addition to quartz crystals, 
asbestos and chrome. The U.S. would 
have to buy these items elsewhere in the 
event of an all-out race for strategic ma- 
terials with the Russians. 
@ What's likely to happen in the near 
future, if relations between the United 
States and Russia do not improve, is 
that the United States Government may 
undertake a drastic speed-up of its stock- 
piling program. 

First step toward this end may be an 
executive order permitting the Army and 
Navy Munitions Board to stockpile even 
those materials sought by U. S. industry. 

Next step probably would be a request 
to Congress for more money to spend on 
stockpiling. 

Dual purpose of billion-dollar buying 
for U.S. defense stockpiles now, rather 
than later, would be to ease the dollar 
shortage of nations eager to buy in the 
U.S. and to compete with the Russians 
for strategic materials essential to war. 
The result may be a race that would 
have a serious effect on world markets 
in the materials concerned. 
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EUROPE’S PERIL IN TRANSPORT SHORTAGE 


How lack of freight cars on both sides 
of the Atlantic endangers the success 


of Marshall Plan for Continent’s revival 
Reported from FRANKFURT, 


PARIS and 


A shortage of freight cars on both sides 
of the Atlantic is making serious trouble 
for the Marshall Plan. 

In Western Europe, the shortage of 
serviceable rolling stock is owing more 
acute every day. It raises doubts as to 
the ability of the war-weary railroads to 
move the increased production essential 
to the success of the recovery program. 

The situation in Western Germany al- 
ready is so bad that much export-import 
traffic must be suspended during the next 
three months to make enough cars avail- 
able for the movement of crops. 

Even the railroads in the United States 
are being pinched tighter. There is now a 
big question whether enough cars are to 
be available to meet all domestic needs 
and simultaneously handle any greater 
movement of food, coal, machinery and 
other supplies to ports for shipment to 
Europe. 

q@ Europe’s transportation plight can be 

traced to no single cause. War damage, 
postwar dislocations, lagging output of 
car replacements, inefficient use of exist- 
ing equipment-—all contribute to the dif- 
ficulties. 

A quick inventory brings out the full 
significance of these major ills, and also 
throws some light on the present in- 
ability of the railroad system in Western 
Europe to carry the increased traffic 
which implementation of the Marshall 
Plan involves. 
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@ War losses and depreciation have 
dealt a sharp blow to speedy movement 
of freight in Western Europe. 

The accompanying chart shows that 
the area has more than 200,000 fewer 
freight cars than before the war. Actually, 
the loss is greater, for of the equipment 
now theoretically available almost one 
sixth is in need of repair or otherwise un- 
serviceable, 

The decreased number of freight cars 
tells only part of the story. The extensive 


_ damage to marshaling yards, loading and 


unloading facilities, plus the destruction 
of trackage, bridges and signaling sys- 
tems, all combine to reduce further the 
value of the rolling stock still serviceable. 
One freight car cannot do the work it did 
before the war. 

@ Repair work, meanwhile, is lagging 
on the run-down equipment the railroads 
are trying to keep in service. The shops 
cannot cope with the number of cars in 
need of reconditioning. Moreover, steel 
and wood, the basic materials for repair, 
continue in short supply. 

Britain, for example, never had more 
than 3 per cent of her rolling stock on the 
repair list in prewar days. Now, the figure 
is four times that, In other Western Eu- 
ropean nations, the peacetime repair of 
freight cars ran about 8 per cent. The 
current level is in the vicinity of 20 per 
cent and is mounting. 

The decline of the repair industry in 


OBSTACLE TO THE MARSHALL PLAN: 


Germany has been a heavy blow to ef- 
forts to keep a maximum amount of 
equipment serviceable. Before the war, 
the German shops were the best equipped 
and most extensive in Europe. They re- 
paired thousands of cars in transit through 
the Reich. Today they are unable to 
handle even Germany's home require- 
ments, 

@ Replacements are not becoming 
available in anything like the volume 
needed to offset the loss of equipment 
by attrition. 

On the Continent, European railways 
began 1947 with almost 29,000 fewer 
cars than in 1946. Still, during 1946, 
they had acquired the production of 
European shops; imports of new cars 
from U. S., Canada and Britain; the mili- 
tary rolling stock disposed of by the U.S. 
as war surplus, and the cars delivered by 
UNRRA. 

Production in Western Europe’s con- 
tinental nations during 1947 is not ex- 
pected to exceed 25,000. In addition, 
Britain hopes to turn out 47,000 units, 
but she has pressing needs of her own 
to meet, and only a fraction of the car 
output is to be available for export to 
the Continent. 

The poor showing in production of 
new cars on the Continent stems from 
two causes. The necessary steel and wood 
still are in short supply. And the car shops 
that normally would be turning out new 
equipment have been forced by circum- 
stances to devote themselves largely to 
repair work, 

@ Traffic conditions in Western Europe 
introduce further handicaps into the roll- 
ing-stock situation, 

Train service is slower, due to war 
damage and the general deterioration of 
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railway facilities. Freight cars have to 
spend more time in transit. 

Strain on equipment is heavier than 
before the war because freight trains 
must be routed over longer distances as 
a result of industrial dislocations. 

Red tape contributes to the slowdown. 
Postwar regulations of various nations all 
but make it mandatory that more time be 
consumed in the loading or unloading of 
cars from other countries. 

@ Hoarding of freight cars poses still 
another problem with multiple aspects. 

Countries with acute shortages of 
equipment within their own borders are 
not hesitating to utilize the rolling stock 
that comes in from other nations and to 
divert it to purely intrastate service for an 
extended period of time before returning 
the cars. 

Pirating is a companion evil. A not un- 
common practice is for a country to ap- 
propriate cars in transit from another na- 
tion and substitute its own markings for 
the original ones. 

More dislocation results from a strict 

return to the prewar system of permit- 
ting the movement of cars between coun- 
tries only on assurance of payment or 
receipt of rent for the equipment in- 
volved. This inevitably leads, under ex- 
isting circumstances, to an accumulation 
of cars in countries with the most rolling 
stock available. France has been pursuing 
such a policy, which will explain why 
her relative position appears good to ex- 
perts. They recall that Hitler took some 
200,000 cars from France during the 
past war without causing any substan- 
tial decrease in French freight traffic. 
The cushion of excess equipment was 
too large. 
@ Help from the U.S. in the way of 
substantial numbers of new freight cars 
is something Western Europe cannot 
count on to ease its transportation woes 
in the immediate future. 

Car output of U.S. factories is far 
short of minimum domestic requirements 
because of the steel shortage. The car 
shops have a capacity of 17,000 units 
monthly, but July production, the high- 
est thus far this year, was only 5,879 cars. 
The shops have orders for 117,592 cars, 
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Decline in Available Freight Cars 

In need 

Prewar Present of repair 

Britain 1,225,000 1,250,000 150,000 
France 473,400 349,200 55,500 
Germany, U. S.-U. K. Zone 334,000 272,400 86,800 
Italy 125,900 120,900 31,300 
Belgium 104,400 83,100 7,000 
Germany, French Zone 51,000 41,600 7,400 
Netherlands 27,400 16,900 3,700 
Denmark 15,000 15,600 400 
Norway 9,500 12,300 600 
Luxembourg 6,800 4,300 1,300 
Greece 4,600 1,794 350 
Totals 2,377,000 2,168,094 344,350 














and experts estimate that U.S. railways 
need a minimum of 300,000 replace- 
ments to bring their supply up to proper 
strength. Hard usage and deterioration 
during the war took its toll on U.S. rails 
just as in Europe. 

Export of new freight cars to Western 
Europe is not to register any big jump 
so long as production in the United 
States continues limited and the do- 
mestic situation remains tight. Inaugu- 
ration of a special car-building program 
for Europe under the Marshall Plan 
would not alter the present outlook. 
Experts say it would take at least a 
year to get production well started on 
such a project. 

Increased demands for rolling stock, 
which the Marshall Plan promises to 
produce, also militate against the export 
of more cars to Western Europe. If a 
larger volume of recovery supplies is to 
cross the Atlantic, the U.S. is to need 
additional freight cars to deliver the 
shipments to ports. 

@ Solution of the twin problems of car 
shortages in the United States and West- 
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ern Europe plainly is to require consider- 
able time. 

Improved conditions can be expected 
first in the U.S. This is because of the 
large capacity for an increase in car pro- 
duction, the low repair rate of 3 per cent 
of existing equipment, and the better 
condition of railway systems on the whole. 

Western Europe, without such advan- 
tages, must tackle its problem in a dif- 
ferent way. Railroad specialists believe 
that pooling of equipment, elimination of 
red tape, and more efficient methods of 
loading and unloading freight can do 
much immediately to eliminate artificial 
elements in the present shortage and give 
all nations concerned the benefit of the 
rolling stock available. Gradual restora- 
tion of normal railroad facilities and a 
steady gain in new car production are 
essential, however, for any sustained im- 
provement. 

As matters stand, the consensus is that 
some able improvising is to be required 
to get the Marshall Plan over the “hump” 
that the freight-car shortage places in its 
way at the very outset. 


Each symbol= 100,000 freight cars 
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JUNKING OF VETO FOR DEFENSE OF AMERICAS 





Expected decision at Hemisphere conference 
to replace ‘unanimous vote’ with two-thirds 


majority on action against an aggressor 


Reported from RIO DE JANEIRO 
and WASHINGTON 


The American republics are preparing 
to rule out the veto power, prime cause 
of difficulty in the United Nations, in pro- 
tecting the Western Hemisphere against 
aggression. Decisions on matters of hem- 
ispheric defense, not subject to veto by 
a single power, are to be by a two-thirds 
majority. 

Junking of the veto is scheduled for the 
inter-American conference now getting 
under way in Brazil. Purpose of the con- 
ference is to draft a treaty that will curb 
aggression or threats of aggression against 
any nation in the Western Hemisphere. 
@ The veto question is to wear the label 
of “unanimous vote” when it comes be- 
fore the conference for action. 

The practice in inter-American affairs 
has been to adopt a policy or a line of 
collective action only if all the American 
republics approved. If one or more dis- 
sented, an attempt was made through 
compromise to work out a solution ac- 
ceptable to all of them. If compromise 
attempts failed, the matter was dropped. 
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Thus, in effect, each of the countries has 
had the veto power. 

A significant break in this practice 
came when the other American repub- 
lics, dissatisfied with Argentina's be- 
havior during the war, left her out of 
their conference at Mexico City, early 
in 1945. Later unanimity was restored 
when Argentina subscribed to the prin- 
cipal acts the conference had passed. 

The question arises now in connec- 
tion with agreeing on collective action 
when there is aggression against a nation 
of the Western Hemisphere. Nearly all 
the American republics want to abandon 
the unanimous-vote rule in such cases. 
They believe no one of their number 
should have, in effect, the veto power 
over control of aggression. 

Uruguay goes so far as to favor deci- 
sion by a simple majority. Other countries 
favor a two-thirds vote. 

Argentina, however, is on record for 
maintaining the unanimous-vote rule. 
And it had been feared she would make 
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ARGENTINA’S BRAMUGLIA 
This time, he may agree 








such a stiff fight for it that success of the 
conference would be endangered. 

Now Foreign Minister Juan Bramuglia, 
chairman of the Argentine delegation, has 
removed this fear. He has declared that 
his delegation may make a token fight for 
the unanimous-vote principle, but that 
Argentina will go along with the majority. 
@ Main threat of serious disagreement 
at the conference now lies in the question 
of making an American aggressor subject 
to punitive action under the treaty. This 
issue, hardly mentioned aloud so far, 
could split the conference wide open. 

The American republics agreed at 
Mexico City that, after the end of the 
war, they would draft a treaty designed 
to prevent aggression or the threats of 
aggression against any nation of the 
Western Hemisphere. No _ distinction 
was made between American and non- 
American aggressors. All planning for 
the conference has been on the assump- 
tion that any American republic that 
turned aggressor would be as liable to 
control under the treaty as an invader 
from the outside. 

With some of the republics, the pros- 
pect of security against aggressive neigh- 
bors has been one of the biggest argu- 
ments in favor of the treaty. Thus, 
adjoining countries, uneasily watching 
Argentina boost her expenditures for 
military purposes, have chafed at the 
long delay in holding the conference. 

Formal dissent on this point has not 
been voiced by Argentina so far. But her 
representatives in the U.S. have talked 
quietly against making the treaty apply 
to a Western Hemisphere aggressor. The 
Argentine argument is that, because rela- 
tions among the American republics are 
so friendly, there is no reason to believe 
that any of them have aggressive inten- 
tions and thus no necessity for covering 
native aggressors by the treaty. 

Argentina now is advancing this argu- 
ment informally in talks with delegates 
from other countries. Her best sales pros- 
pect in Paraguay, which in effect is her 
economic satellite. Venezuela has shown 
signs of sharing Argentina’s views on this 
question, and may bring it before the 
conference. 

The Dominican Republic, ruled by a 
dictatorship and sometimes suspected of 
having designs on Haitian territory, also 
may support the Argentine position. The 
Dominican Government has shown strong 
sympathy for the Argentine regime in 
recent months. 
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Opposition is to be general, however, 
if an attempt is made to push exemption 
for Western Hemisphere aggressors. 
Some countries have a particular interest 
in insisting that the treaty apply to native 
as well as outside invaders. 

Chile, Bolivia, Peru and Uruguay have 
close economic ties with Argentina, there- 
fore might be considered susceptible to 
Argentine pressure. But they have been 
worried over rumors of Argentine expan- 
sionist aims. Thus, they want insurance 
under the treaty. 

Brazil, which sometimes has felt un- 
easy about her joint boundary with Ar- 
gentina, also has an interest in making the 
treaty apply to an American aggressor. 

The U.S. believes firmly that the 
treaty should be directed at all aggression 
in the Western Hemisphere. Mexico 
holds a similar view. 

Faced with this opposition, the Argen- 
tine idea may not be pushed seriously. 

“| Other disagreements are likely, but 
thev are not expected to be serious. 
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BRAZIL: Setting for a meeting dedicated to international accord 


Opinions differ as to whether, in case 
of armed attack on one of their number, 
all the American republics immediately 
should take individual action until collec- 
tive action could be agreed upon through 
consultation. 

The extent to which a majority vote 
should be binding is another source of 
disagreement. Several of the countries 
believe every signer of the treaty should 
be obligated to carry out any course of 
action that is agreed upon. Others hold 
that only the countries that vote for a 
course of action should have to follow it. 

U.S. position, which may prevail, is 
that all signers of the treaty should have 
to carry out any agreed course of action 
short of armed intervention. But only 
the powers that vote for armed interven- 
tion should have to furnish the forces 
necessary to accomplish it. 

Relationship to the U.N., which 
troubled some countries, now appears to 
have been settled through consultations 
conducted by the Pan American Union. 


All the American republics now believe 
the system to be set up will be a regional 
arrangement of the kind that is sanc- 
tioned by the U.N. Charter. 

Attempts probably will be made to 
force economic problems on the agenda 
of the conference. But action on eco- 
nomic matters, as well as on setting up 
a joint staff agency to make plans for 
military action against aggressors, prob- 
ably will have to await the inter-Ameri- 
can conference that will open next Jan- 
uary in Bogota, Colombia. 

Fast action is expected at the confer- 
ence in Brazil..Past inter-American con- 
ferences usually have dragged on for 
weeks while delegates argued over differ- 
ences. 

There will be differences this time, but 
indications are that they will be settled 
fairly soon. Chances are that the meet- 
ings will have reached agreement on all 
points, including the veto, when Presi- 
dent Truman arrives late this month for 
the closing sessions. 
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STRETCHING FAMILY INCOMES IN RUSSIA 


Flourishing trade—legal and illegal—among 
individuals to supplement wages and rations. 
Private enterprise in a collective economy 


Soviet Russia is using a kind of pri- 
vate enterprise as a grease to keep the 
wheels of her collective economy turning 
smoothly. 

Private trade constitutes at least 20 per 
cent of Russia’s retail turnover, according 
to official figures. Some observers believe 
it may amount to 30 or 40 per cent. 
Farmers, professional men, and workers 
in the service trades, all engage in private 
“business.” Almost all Russians take part 
regularly or occasionally in some sort of 
trading transaction. 

This is the conclusion of World Re- 
port’s staff correspondent, Robert Klei- 
man, who made an on-the-ground study 
of what Communists call “capitalist sur- 
vivals” during a 10-week visit to the 
Soviet Union. Kleiman reports: 

There are few things that money can- 
not buy from somebody in the Soviet 
Union. In the field of production, private 
enterprise is limited mainly to farm prod- 
ucts. But, in trade, it includes the sale 
of food, consumer goods and a wide 
variety of services, ranging from car- 
pentry to concert performances. 

Many kinds of markets have resulted, 
from white through different shades of 
grey to black. On the fringes, speculators 
have set up lucrative operations. Police 
occasionally try to crack down on specu- 
lation. “Black crows,” as Russians term 
police wagons, raid the open markets. 
But within a few days, business is flour- 
ishing again, while police, as usual, look 
the other way. 

Almost the entire population is in- 
volved in violating the letter of the law 
and speculation can no more be stamped 
out than could rum running in the U. S. 
during prohibition. 

@ Services sold privately by 
viduals make a lengthy catalogue. 

Carpenters, plumbers, house painters 
and other craftsmen find their neighbors 
have more odd jobs to offer than they 
have time to accept. They can double or 
triple their income legally by working a 
few extra hours a week. 

Doctors, dentists, midwives and nurses 
are permitted to practice privately in 
addition to their jobs in Government 
clinics and hospitals. 
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Culture commands a great market. 
Sculptors and painters do private sit- 
tings. Newspapermen sell free-lance arti- 
cles to magazines. Playwrights get royal- 
ties for each performance of their plays. 
Some have enormous incomes. Leading 
novelists do as well. Actors, musicians 
and dancers accept engagements outside 
of the theaters where they are employed. 
All this is legal. 

Ho.ueowners rent out rooms and apart- 
ments. Rent ceilings are fixed by the 
Government, but evasions are wide- 
spread. Many rural areas do a thriving 
summer-resort business. Managers of 
Government apartments and tenants who 
are moving out often “sell” their dwel- 
lings to home seekers. Rents are low in 
Russia, but housing is scarce. Sums 
equivalent to 10 or 20 years rent may 
change hands in these illegal transactions. 


Miscellaneous private operators range 

from bootblacks to cowherds who may 
earn more than Soviet factory managers. 
Seamstresses and tailors charge large 
sums for their products. Taxis are non- 
existent. But chauffeurs of Government 
cars usually will pick up pedestrians 
who flag them—for a tip. 
@ Private buying and selling of food, 
clothing and other consumer goods is 
found essential by most Russians. It en- 
ables them to ease the rigidity of the ra- 
tioning system and helps them to stretch 
their wagés to cover higher prices of ra- 
tioned goods decreed last autumn. 

The two-price system stimulates pri- 
vate trade. Rationed goods sell at rela- 
tively low prices. “Commercial” stores, 
operated by the Government, sell the 
same commodities, unrationed, at higher 
prices. These prices indirectly set a ceil- 
ing on the open and black markets. But 
this ceiling for various goods is three to 
six times as high as the price level in 
ration stores. 

Most city dwellers sell some of their 
rations illegally on the open market. They 
use the proceeds to buy other types of 
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CAPITALIST SURVIVAL: Fruit on a Moscow corner—for a price 
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food and clothing or to cover costs for 
rent, entertainment or minor luxuries. 

A heavy worker, for example, gets a 
daily ration of a pound and a half of 
bread, half black and half white. But he 
gets only 5 pounds of meat monthly. 
White bread on the illegal market brings 
six times the ration price. By selling his 
white bread, he can finance the purchase 
of a pound of meat a day. , 

Instead of selling the bread itself, the 
worker may merely sell some of his 
ration tickets. Sale of rationed bread is 
illegal. But one can see bread and money 
changing hands continually in front of 
bread shops on the main streets while 
policemen walk by a few feet away. 

Peasants who live near urban areas 
are among the main bread buyers on the 
black market. They dislike baking their 
own and prefer to sell their surplus flour, 
vegetables, milk and eggs on the open 
market and to buy bread already baked. 
@ Farmers are Russia's principal pri- 
vate traders. The Government maintains 
7,000 “bazaars,” or marketplaces, in 
cities and towns at which farmers are 
authorized to sell their surpluses per- 
sonally. Middiemen are illegal. Sales in 
these so-called “collective farm markets” 
constitute 20 per cent of Russia's retail 
trade. But many sales or barter deals are 
made illegally outside the marketplace. 

Hired hands on state farms are paid 
partly in kind. They may sell what they 
do not consume. They also are assigned 
plots of land to farm privately, and may 
keep livestock. To discourage labor turn- 
over, these plots recently have been 
tripled in size. Each farm laborer now 
gets 1% acres. 

Collective farmers, who cultivate nine 
tenths of Russia's sown area, also get per- 
sonal plots ranging, in different parts of 
the country, from six tenths of an acre to 
2% acres. Private holdings were expanded 
illegally during the war. More than 
11,750,000 acres of communal land was 
misappropriated by 2,225,000 collective 
farmers. 

With the reclamation of this land by 
the collectives, personal plots now 
amount to only 4 per cent of the coun- 
try’s acreage. But more than one fifth of 
the produce comes from the private land, 
largely in livestock and vegetables. Col- 
lective farmers own privately one half the 
country’s cows, sheep, goats and pigs. 

Industrial employes and other urban 
workers are week-end and evening farm- 
ers. If they live in suburban or rural 
areas, they usually keep livestock. Wher- 
ever they live, most of them maintain 
garden plots. Before the war, they turned 
out 5 per cent of the country’s agricul- 
tural produce, and their current output 
is even higher. 

There are more than three times as 
many garden plots as during the first 
year of the war. About 18,000,000 fam- 
ilies cultivate more than 3,700,000 acres. 
Vegetable plots line the shoulders of 


Ddiex 


aa 
iets, 


pe 
3 gE 


PRIVATE ENTERPRI 


= . ee OF i Ree eee SE. ae eee 


a 


every highway out of Moscow. In Stalin- 
grad, factory workers get up to 1% acres 
each. Much of this produce finds its way 
into the open market. 

@ Speculators function as middlemen 
for some of the illegal trade. The price 
spread between some areas of the coun- 
try is so great that black marketeers find 
it profitable to travel thousands of miles 
with small loads of goods. At different 
seasons of the year, they may bring eggs 
from Kharkov to Moscow, cloth from 
Moscow to the Caucasus, tomatoes back 
from the Caucasus to Moscow. 

Some of their stocks are obtained from 
organized gangs of thieves or from em- 
bezzlers in Government employ. Temp- 
tations to steal are great when a few 
yards of cloth snipped off a bolt can 
bring a warehouseman the equivalent of 
a years wages. 

A few minutes before curtain time, 
tickets for any theater or concert in Mos- 
cow can be obtained at triple the box- 
office price. Speculators who wait in line 
for hours in the early morning to get these 
tickets are small operators, however. 

Big-time speculators engage in what 
Russians call “combinations.” A_ typical 
“combinator” may find a suburbanite who 
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wants to trade his cow for an apartment 
in Moscow. He finds an apartment owner 
who is leaving town, but wants several 
suits of clothes in exchange for his apart- 
ment. Then he locates a third client who 
wants a cow and has a large wardrobe. 
Sometimes half a dozen or more transac- 
tions are involved. The “combinator” 
takes a cut on each one. 

The Government permits the farmers’ 
market to function as an essential incen- 
tive for collectivized peasants who 15 
years ago were private landowners. Other 
types of “private enterprise” are tolerated 
because they meet consumer needs too 
varied for state organizations to cope with 
at present. 

Soviet economists believe some specu- 
lation and other illegal private trade will 
disappear when rationing is eliminated 
and the single-price system restored, a 
shift promised for this year. 

But it is likely that much of Russia’s 
private trade, legal and illegal, will con- 
tinue until the present economy of scar- 
city changes to one of plenty, with indus- 
try devoted primarily to consumer goods 
rather than to capital expansion. Present 
trends indicate this is at least several 
decades away. 
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WHAT AUSTRALIA WANTS IN THE PACIFIC 


Desire for security and economic power 
as motive behind campaign to share 


leadership in area with the Americans 


Reported from CANBERRA, 
TOKYO and WASHINGTON 


Australia’s Labor Government is mak- 
ing a bold bid to share leadership in Far 
Eastern affairs with the United States. 

The build-up, now gaining momentum, 

is being timed to reach its climax at the 
Japanese Peace Conference, which prob- 
ably will be held in October. There Aus- 
tralia hopes to be the spokesman for the 
British Commonwealth and most of the 
Asiatic nations. 
q@ A solid voting block of the five mem- 
bers of the British Commonwealth that 
will participate in the Peace Conference 
now is being sought by the Australian 
Government. Australia also wants to 
lead the group. If successful, she can 
enter the Conference as a primary power, 
on a par with the United States for 
the first time. 

The bid for unity and leadership is to 
be made when representatives of Britain, 
India, Canada, New Zealand and Austra- 
lia assemble in Canberra August 26 to 
outline Empire strategy for the Japanese 
Peace Conference. 

Empire conferences of this nature are 
not new, but this is the first time that one 
of such importance has been held outside 
Britain, Australia regards her selection as 
the host nation as another reason for 
claiming to be spokesman for the Empire 
in the Pacific. 

The journey of Foreign Minister Her- 

bert V. Evatt to Japan to confer with 
General of the Army Douglas MacArthur 
was another maneuver by the Australians 
to increase their claims to Empire lead- 
ership in the Pacific area. A U. S.-Aus- 
tralian clash over occupation policies was 
hinted by Prime Minister Joseph B. 
Chifley, but nothing happened. 
@ Popular causes are being championed 
by the Australians. The idea is to win 
leadership in the Far East, and strength- 
en Australia’s position at the Peace Con- 
ference by supporting aims that many 
Pacific nations have fought for. 

Heavy reparations are being de- 
manded from Japan. Lined up with Aus- 
tralia are such nations as China, the Phil- 
ippines and India, who want a share of 
Japan's industries and also hope to cap- 
ture some of her prewar markets. 
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A master plan for development of the 
entire Far East, in connection with the 
Japanese peace treaty, is being advocated 
by Dr. Evatt. It would link Japan’s econ- 
omy to that of other Far Eastern nations. 
The defeated country would not be per- 
mitted to regain her prewar standard of 
living unless similar benefits could be 
shared by the countries she invaded. 

A strong position is being taken by 
Australia in the Dutch-Indonesian dis- 
pute. Australia snatched the initiative 
from India in placing the dispute before 
the Security Council of the United Na- 
tions. Now the Chifley Government offers 


to join the U.S. in mediating the East 
Indies trouble. 

@ Military recognition, which Australia 
won through her contribution to Japan's 
defeat, is being retained by supplying 
most of the Empire forces occupying 
Japan. The fact that an Australian gen- 
eral commands this force adds to Aus- 
tralia’s prestige. 

A five-year plan for the defense of 
Australia is being put into operation by 
the Chifley Government as evidence that 
Australia intends to remain strong mili- 
tarily. It provides for a permanent Army 
and a Navy capable of operating as an 
independent unit. 

@ Economic development of Australia 
rates high with the Labor Government. 
Officials want a strong economy as a 
base for political and military growth. 

More people are needed than Aus- 
tralia’s present 7,000,000, and the Gov- 
ernment is looking to Europe for them. 
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Australian Minister Evatt (left) visits General MacArthur and Lt. Gen. Robertson 

















Free transportation, tools and housing 
are offered to attract skilled workers. 

Efforts are being made to bring in 
70,000 new settlers a year. The program 
is falling far behind schedule, however, 
due to the shortage of shipping facilities. 

An Australian Cabinet Minister now is 
in England attempting to iron out the 
transportation problem. In Britain alone 
there are 200,000 persons who are signed 
up to emigrate to Australia. Many appli- 
cations also are coming from prospective 
immigrants in Northern European coun- 
tries. 

As an indication of good will toward an 
important neighbor, Australia also in- 
tends to admit a small number of Indians 
into her country each year. This is her 
first departure from the long-standing 
“white Australia” policy. 

Industrial expansion is an important 
part of the Labor Government's postwar 
program, Overseas capital is being en- 
couraged, Government protection is go- 
ing to industries that were expanded 
through the pressure of war production. 

Steel output, now nearly two million 
tons a year, has doubled in the last 10 
vears. Further expansion is possible by 
opening up new iron-ore and coal depos- 
its. 

Factories already are under construc- 
tion for manufacturing automobiles. Pro- 
posed production is larger than Australia 


can absorb. She expects to export the 
surplus to neighboring countries. 

Woolen textiles are being produced in 
exportable quantities for the first time. 
Australia would like to increase produc- 
tion further by getting some of Japan’s 
textile industry as reparations. 

Other items Australia is producing and 
hopes eventually to export include elec- 
trical appliances, mining equipment, 
farming machinery and _ prefabricated 
houses. 

Development of New Guinea, an Aus- 
tralian territory, is being pushed by the 
Government. 

Copra and rubber production are 
being increased. Gold mines, damaged 
by the war, soon are to resume opera- 
tions. Tea and coftee are to be produced 
on an experimental basis. 

A new deal also is being promised the 
1,500,000 natives in the portion of New 
Guinea that Australia administers, there- 
by setting an example for other colonial 
powers. Model villages are being built, 
education expanded and the _public- 
health program enlarged. 

@ Australia’s course, as Australian lead- 
ers themselves explain, is motivated by a 
combination of ambition and fear. 

The Labor Government is convinced 
that the Commonwealth has the resources 
and the ingenuity to become the political 
and economical hub of the Far East. And 


WILL AUSTRALIA BECOME THE WORKSHOP OF THE FAR EAST? 
One of the Dominion’s modern mills which have doubled the country’s steel production 





Australia’s seven million 
people, though only a 
handful against the Far 
East’s billion, think the time 
has come for a reshuffle in 
that part of the world. Aim 
is to put Australia in a po- 
sition of leadership among 
nations of the Far East, and 
on a political parity with 
the U.S. in Pacific affairs. 











now is the golden opportunity. First step 
is to take over some of the world trade 
formerly held by Japan. 

The fear is, at the same time, that the 
other Allies may permit Japan to keep too 
much of this trade herself. If this hap- 
pens, Australians foresee the day when 
Japan will make the same sort of come- 
back in the Pacific that Germany did in 
Europe after 1918. 

Driven by this combination of fear and 
ambition, Australia now presses her 
claims for a new and larger place in the 
sun. 
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CONFUSION IN SPLIT-UP OF INDIA‘S ASSETS 


Possible disruption of trade as a result of 
political partition. Balance sheet of Hindu and 
Moslem resources, industry and commerce 


Reported from NEW DELHI 
and WASHINGTON 


Division of India into two separate 
nations is creating headaches for the 
United States as well for the govern- 
ments of India. American traders, along 
with those of other nations, already are 
feeling the economic consequences of 
India’s partition. 

U.S. sales of automobiles, refrigera- 
tors, radios and other items are falling 
off sharply. Indian officials, at least for 
the time being, regard these commodities 
as nonessential. 

In addition, some American firms are 
discovering that their agents in India no 
longer can represent them effectively. 
Two sets of representatives may be neces- 
sary, one for the Hindu-dominated Union 
of India, the other for the Moslem state 
of Pakistan. 

The Union of India, in an effort to 

conserve its foreign exchange, is restrict- 
ing imports on everything but food and 
essential machinery. Pakistan also is ex- 
pected to clamp down on imports, once 
the new government starts functioning. 
Thus it appears that for some time, at 
least, the two Indias are going to buy 
less abroad than they have been import- 
ing as a single country. 
@ Division of India’s assets still is far 
from settled. This further complicates the 
trade picture. Progress is being made, 
but thus far the two governments have 
little more than their own capitals, flags 
and armies. 

Physical assets are being divided on 
ar. approximate basis of one third for 
Pakistan and two thirds for the Union 
of India. In general, the Hindu and Mos- 
lem officials are getting together, but in 
some branches of the government there 
is squabbling over such items as desks 
and typewriters. 

Boundaries, now tentatively fixed, are 
to be decided in the future by a commis- 
sion provided for in Britain’s Independ- 
ence Act for India. Technically, both 
Pakistan and India will be British domin- 
ions at least until June 1948. 

One serious boundary problem which 
is resolving itself is that virtually all of 
the native states are agreeing to join 
either Hindu or Moslem India. The de- 
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cision of the powerful states of Hydera- 
bad and Travancore to join Hindu India, 
rather than remain independent, is in- 
fluencing other rulers to follow suit. 

Customs barriers between the two 
Indias are not contemplated at the pres- 
ent time. Neither are communications 
systems to be affected immediately. 
These arrangements are regarded as tem- 
porary, however. 

Currency is to remain uniform through- 
out India for the time being, but eventu- 
ally Pakistan expects to have its own 
monetary system. 

@ India’s armed forces already are func- 

tioning as separate units. For at least 
another year they will remain’ under 
British command. 

The Indian Army is split up so that 
Hindu India gets 45 regiments and 
Pakistan 20. 

The Union of India also concluded an 
agreement with the Maharaja of Nepal 
whereby he is lending the new govern- 
ment 25,000 of his crack Gurkha troops. 

The Royal Indian Navy, which has no 
vessels as large as destroyers, is so 
divided that the Union of India gets 32 
ships and Pakistan 16. 

The Air Force division is_ eight 
squadrons for Hindu India and two for 
Pakistan. The Moslems may get a third 
squadron if they can provide the per- 
sonnel. 





The carving up of India 
may turn out to be expen- 
sive for Americans as well 
as for the Indians. Trade 
between the U. S. and the 
two new countries of India 
already is falling off. Eco- 
nomic troubles to come, 
now only dimly foreseen, 
may take years to solve. 











@ The economic ailments that will result 

from a divided India promise, however, 
to be more difficult to solve than the 
military and political problems. The birth 
of two Indias is causing economic dis- 
locations that are bound to disrupt India’s 
trade with the rest of the world. 

As the chart on the opposite page 
shows, Pakistan is mainly agricultural. 
The Union of India is the stronger in- 
dustrially and in natural resources. The 
two states, therefore, will remain de- 
pendent on each other for at least the 
next several years. 

Food is Pakistan’s main asset and 
Hindu India’s greatest need. 

Pakistan’s territory includes Eastern 
Bengal, which provides a surplus of rice, 
and Punjab plains, which are India’s 
best grain-growing district. 

Hindu India not only is unable to feed 
itself but must import 4,000,000 tons of 
food a year to provide its population with 
a daily 12-ounce ration. 

Raw cotton, formerly a major source 
of foreign exchange, is to be exported in 
the future only from Pakistan. Hindu 
India now is using all of its cotton to 
supply its own mills, and may have to 
divert cotton land to food production. 

Jute, India’s largest cash crop, is grown 
mainly in Pakistan. Nevertheless, all of 
the processing mills are in the Calcutta 
area, which is part of the Union of India, 
so the future of the industry is uncertain. 
The processing mills may be transferred, 
or Pakistan may attempt to ship more 
jute overseas.in raw form. 

Industrial advantages are all on the 
side of Hindu India. Pakistan is to be 
dependent on the Union for all of its steel 
and most of its cotton goods, cement and 
glass. 

Natural resources are mostly in the 
Hindu state. It has all of the country’s 
iron ore and copper and most of the 
coal and petroleum. Pakistan has the 
larger supply of potential water power 
but lacks capital to develop an electrical 
industry. 

@ The split in India’s economy promises 

to be a painful operation. Neither of the 
new nations can expect a speedy re- 
covery. . 

Hindustan, especially, will have to con- 
serve existing dollars and increase dollar 
earnings, for she must buy cotton for her 
nills and food for her 300,000,000 people. 
Since Hindustan is the bigger market 
for American goods, the U.S. will feel 
the impact of Hindustan’s troubles. 
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THE WORLD OIL PROBLEM 


Production has been raised to record 


levels but still is barely sufficient to 


meet the heaviest demands in history 
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Threat of an oil shortage will 
world for some time to come de 
that more oil is reaching the mark 
ever before. Soaring use of fuel oi 
head of the growing demand wi 
duction can barely keep up. 

The Worldgraph, showing relati 
in the world’s principal source area 
portion in each area that is availal 
is adapted from material suppliec 
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man, president of Standard Oil Company (New 
Jersey). Estimates indicate that the U. S. will pro- 
duce more than three fifths of the world’s total in 
1947, and will consume a fraction of 1 per cent 
more than it produces. 

The squeeze in oil comes at a time when new 
discoveries are adding to available reserves. The 
pinch is in obtaining machinery for getting the 
oil out of the ground and into consumers’ tanks. 
Transport is the tightest bottleneck. Tankers, 
tank cars and pipelines are on order, but de- 
liveries still lag. Next in order of urgency comes 
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refinery equipment. A building program of rec- 
ord proportions is under way, but it will be sev- 
eral years before all the new installations are in 
operation. 

Increases in postwar demand are bigger, and 
came more quickly, than anyone expected. Lag- 
ging and uncertain coal production has speeded 
the conversion from coal to oil fuel in many 
factories. Consumption of gasoline and Diesel 
fuel also has increased rapidly. Present outlook 
is that use of oil will continue to increase more 
rapidly than in the prewar period. 
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REVIVING GERMANY’S RUHR 
AS AN ARSENAL FOR PEACE 








Emerging solution for problem of how to use 
Western zones to benefit Europe without risk 
of encouraging Teutonic military ambitions 


For two years, the Western Allies 
have been deadlocked with the Rus- 
sians over Germany. Now the British, 
French and Americans are quarreling 
among themselves over the manage- 
ment of Western Germany. They cant 
agree on how to revive her industry 
without also reviving Germany’s abil- 
ity to wage war. 

What may turn out to be the solu- 
tion to this dilemma, however, is now 
beginning to attract notice. It amounts 
to a sweeping reversal of the formula 
laid down by the Big Three at Potsdam 
in August 1945. On these pages, 
WORLD REPORT presents an analy- 
sis of the new idea. 


POSSIBLE WAY OUT of the Allies 

difficulties in Western Germany is 
becoming faintly visible. It is a way by 
which the Western Allies might be able 
to eat their cake and have it too. 

The idea is to turn the Potsdam 
formula upside down. The plan to make 
Germany over into a big farm, with 
light industries, vould be shelved. In- 
stead, the solution proposed is to re- 
build and utilize most of Western 
Germany’s industrial capacity, but keep 
the area heavily dependent on the rest 
of the world for food. 

By this means, the mines and indus- 
tries of Western Germany could pro- 
vide the coal and steel that Europe 
needs for recovery. At the same time, 
Germany’s talent for aggressive war- 
fare—which much of Europe fears 
would be encouraged by a revival of 
German industry—would be _ severely 
limited. Dependent on other countries 
for about half of its food, Western Ger- 
many would be in a poor position to 
undertake another war. 

An arrangement something like this 
is almost inevitable, in fact, if Germany 
continues to be split down the middle. 
There is now little hope that Russia 
will co-operate with the three Western 


powers in governing Germany as a 
unit. This means that Britain, France 
and the U.S. may have no choice but 
to tie Western Germany into the Mar- 
shall Plan for Western Europe. 

Two of the Big Three of the West— 
Britain and the U.S.—lean heavily 
toward reviving much of Western Ger- 
manys heavy industry. France, how- 
ever, fears the consequences. French 
Communists, backed by Moscow, say 
it all looks like an Anglo-American plot 
to build Western Germany into a bul- 
wark against Russia. Other Frenchmen, 
remembering three German invasions 
in 75 years, doubt that there is any 
safe way to revive heavy industry in 
the Reich, so long as German indus- 
trialists are in a position to get control 
of it. 


The Potsdam Formula 


The French argument is really the 
issue that the Western Big Three have 
yet to thresh out. France violently pro- 
tested a British-American decision, just 
as it was about to be made public, to 
raise steel production in the Anglo- 
American Zone to 12,600,000 tons a 
year. This would be more than double 
the limit established by the Potsdam 
formula for all of Germany. 

The basic idea at Potsdam, two years 


ago, was that Germany never again 
could start a war if her industrial wings 
were clipped. In terms of German steel, 
this means a limit on capacity of 7,500,- 
000 tons. Prewar capacity was three 
times that, with about three fourths of 
it in Western Germany. All steel ca- 
pacity in excess of the new limit was to 
be destroyed or removed to Allied areas 
as reparations. 

The Big Three at Potsdam thought 
Germany could survive well enough on 
one third of her prewar steel plant. 
That would leave her enough for her 
domestic needs, would prevent the di- 
version of steel into arms, and would 
make it impossible for German indus- 
trialists to dominate the economy of 
Europe, as they once had. 

Critics saw flaws in the Potsdam 
formula, however, even before it was 
applied. One American official, whose 
analysis was published in World Report 
as long ago as May 1946, predicted 
then that the fruit of Potsdam would 
soon taste sour to the U.S. and to most 
of Europe. 

The Potsdam proposal to transfer 
blast furnaces and heavy engineering 
plants from Germany to the Allies as 
reparations was criticized as wasteful. 
Half of the value of the plants, it was 
estimated, would be lost by removal. 
And the moving would come just at 
the time when Europe would desper- 
ately need capital goods for rehabili- 
tation. 

From an economic standpoint, the 
attempt to divorce Ruhr steel from 
Ruhr coal was regarded as especially 
unwise. The blast furnaces and steel 
mills of the Ruhr are next door to the 
best coking coal in Europe. High-grade 
Swedish ores normally reach the area 
cheaply by water. A network of inland 
waterways serves the whole complex 
of coal mines, coke plants, blast fur- 








A Germany heavily dependent on the rest of the world 
for food would not be in a strong position to start another 
war. On this theory, the Western Allies are urged to put the 
industries of Western Germany back into full production, in 
the interests of European recovery. Industrial exports from 
Germany would pay for food imports. And the Potsdam 
formula then could be discarded. 
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naces, rolling mills and chemical plants 


using coal by-products. No other area 
of Europe had such geographical ad- 
vantages. 


Lesson From History 


All the advantages, the critics pointed 
out, would be lost by the application 
of the Potsdam formula. Germany 
would not be able to produce what 
Europe needed when she needed it 
most, and neither would Europe. 

It likewise was feared that the Allies’ 
calculations of German production and 
requirements under occupation were 
unrealistic. Germany's needs for im- 
ports of food and raw materials were 
underestimated, and her production for 
exports was overestimated. 

As a result, Germany would continue 
on the dole longer than the planners 
expected. Since the U.S. would be the 
only country in a position to provide 
most of the imports and any of the 
dollars, the U.S. would be the one to 
pay the bill. 

The critics’ predictions about Ger- 
many under the Potsdam formula have 
turned out to be accurate. Whether 
Potsdam alone is to be blamed is de- 
batable. Other factors, such as Russia’s 
unwillingness to co-operate, count heav- 
ily. Some of the key provisions of Pots- 
dam have not gone into effect. The 
fact remains that Germany, under Pots- 
dam, is virtually prostrate. A Europe 
in urgent need of the things Germany 
normally produces is likewise crippled. 
Both Europe and Germany look to the 
U.S. for more help. 

The Potsdam solution for Germany 
being under a cloud, a new idea is 
sought. The problem still is how to 
rebuild Germany without rearming her. 

European economists advise the Al- 
lies, confronted by this dilemma, to 
profit by Germany’s history. The sepa- 
ration of Western from Eastern Ger- 
many could turn out to be a blessing 
in disguise. The reasoning is as follows: 

Under both the Kaiser and Hitler, 
Germany was an unbalanced economic 
unit. Western Germany was an efficient, 
prosperous industrial area. Eastern 
Germany, where most of the country’s 
grain and potatoes came from, was 
always heavily subsidized by the West. 
Farmers in Eastern Germany were tech- 
nically efficient, but they were asked 
to produce crops that other parts of 
the world—especially the Western 


Hemisphere—could raise much more 
cheaply. 

In part, Germany's poor balance was 
due to internal German politics. The 
landlords of Prussia were politically 
powerful. They dominated the Army 
and the Government. Their large estates 
in Eastern Germany, therefore, were 
favored and protected by Government 
measures. 

Protective tariffs were fashioned in 
the interest of the grain growers of the 
East. The tariff on wheat was raised 
whenever cheaper grain from North 
America threatened to come into com- 
petition with German wheat. In the 
early 1930s, the price of wheat inside 
Germany was two and three times the 
world price at Liverpool. 

Similarly, farm wages and freight 
rates were rigged to the advantage of 
Eastern landlords and to the disadvan- 
tage of Western industrialists. City con- 
sumers paid the bill in the form of high 
prices for food that could have been 
imported at less cost in return for ex- 
ports of industrial goods. 

German history can be applied to 
the present problem. Since Eastern 
Germany is not at present a concern 
of the Western Allies, it can be dis- 
regarded. What remains is the less im- 
portant agriculture but the far more 
important industrial potential of West- 
ern Germany. 

Unlike the Potsdam formula, the 
proposed alternative would apply the 
yardstick of economic efficiency to both 
industry and agriculture in the West. 
Armament plants, and industries _pri- 
marily designed for war, would be 
ruled out, as they are by the Potsdam 
decree. Otherwise, the mines and fac- 
tories of Western Germany would be 
encouraged to rebuild and produce 
both for Germany and for Europe. The 
farms of Western Germany would also 
be urged to produce, but only the 
crops suited to the area. There would 
be no attempt to make the area self- 
sufficient in food. Grain and much of 
the meat and fats needed would have 
to come from other countries. An effi- 
cient industry, geared up for export, 
could finance such imports. 

Western Germany thus would fol- 
low the pattern of England, Holland 
and Belgium. The reasoning is that, 
whatever its industrial power, an area 
without its own source of food, lackin 
in large reserves, never could start a 
war. 
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POTSDAM UPSIDE DOWN 
A workshop but no granary 
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Exhibitions of goods produced in Britain 
_and on Continent that save trouble and 


time for prospective buyers from abroad 


Reported from LONDON, 
BERLIN and NEW YORK 


Trade fairs are Europe’s answer to the 
problem of selling goods to buyers from 
abroad at a time when food, lodging and 
travel facilities are limited and govern- 
ment red tape is hard to unravel. 

Buyers from the United States, Canada 
and Latin America are turning to these 
European sample exhibitions as a way 
to save time and money. By concentrat- 
ing their purchasing in one place, Amer- 
ican buyers avoid the expense and trou- 
ble of traveling all over Europe in order 
to deal directly with. individual pro- 
ducers. 

In turn, manufacturers in the United 
States foresee the time when Europe's 
trade fairs may offer an effective method 
of selling American commodities to Eu- 
ropeans, when the present seller's mar- 
ket drys up. 

Other countries in the Western Hemi- 
sphere—notably Canada and Brazil—are 
planning trade expositions of their own. 
Their idea is that the European tech- 
nique for stimulating exports may help 
their sales, too. 

@ Advantages that both sellers and buy- 
ers find in the postwar revival of trade 
fairs in Europe are these: 

Government controls on trade, while 
not removed for these expositions, at 
least are clarified. Government officials 
are on hand to explain the rules to pro- 
spective buyers and sellers. Businessmen 
are advised how to carry on trade within 
existing regulations. 

Travel and housing problems are over- 
come by advance preparations for the 
fairs. This is especially important at 
present in areas like Germany. There 
the Russians, as well as the other occu- 
pation authorities are out to attract the 
visiting buyers. 

Grouping of products in special sec- 
tions at the fairs means that they can be 
examined, tested and compared with a 
minimum of effort by prospective custom- 
ers. In addition, manufacturers have 
representatives on the scene with full 
authority to offer sales terms. 

The schedule of fairs in Europe only 
now is getting under way. A few major 
expositions already have been held, but 
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production and delivery troubles are lim- 
iting beneficial results. 

Exposition sponsors are hoping, how- 
ever, that improved industrial output 
soon will make it possible to match the 
record of $50,000,000 in sales in a single 
week registered at the Leipzig Fair of 
1938. 

With imports restricted because of the 
dollar shortage, some countries are limit- 


ing exhibits at their fairs to goods pro- 


duced at home and concentrating on ex- 
port contracts. Others are restoring the 
international character of their exposi- 
tions and inviting other countries to 
exhibit. 

@ Export fairs, with only domestic pro- 
ducers exhibiting, are to follow the lead 
of the British Industries Fair last spring. 
Similar exhibitions are scheduled in Ger- 
many and Scotland. 

The British Fair attracted 500,000 buy- 
ers, but failed to produce all the dollar 
orders that had been hoped for. 

Visitors to the Fair expressed satisfac- 
tion with the quality of British products, 


HOW EUROPE’S TRADE FAIRS HELP SALES 


but were disappointed with delivery 
dates. Many also objected to the prices 
quoted. 

The exposition, divided between Lon- 
don and Birmingham, was attended by 
many buyers who formerly went to Ger- 
many to purchase sewing machines and 
toys. Big orders were booked for plastics, 
one of the few lines in which early deliv- 
eries could be promised. 

The Hannover Fair is the result of 
planning by the joint U.S. and British 
Export-Import Agency to augment sales 
of German products and thus cut down 
the occupation costs in the combined 
zones, 

A quota of 900 businessmen has been 
set for the United States and visits are 
limited to three to four days of the 
three-week fair. Special trains are to be 
run from Amsterdam, London, Paris, 
Stockholm, Copenhagen and Zurich for 
American visitors. 

More than 2,000 German factories are 
expected to display their goods at Han- 
nover. Military Government authorities 
will be on the grounds to give advice on 
the handling of contracts and special 
finance officers will help in currency 
transactions. 

Principal exhibits are to include elec- 
trical machinery, optical instruments, 
ceramics, glass and woodware, leather 
goods, pharmaceuticals and chemicals, 
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food-processing machinery and printing 
machinery. 

The Leipzig Fair, oldest of Europe's 
expositions, is to be resumed under Rus- 
sian auspices, but buyers attending the 
Hannover displays will be eligible for 
identity cards permitting them to go to 
Leipzig. A special train from Hannover 
will be run for those businessmen during 
the week of the Leipzig Fair. 

At Leipzig, products from all parts of 
the Russian zone are to be exhibited. 
Among them will be small tools, musical 
instruments, toys and Christmas tree or- 
naments. U.S. firms bought large quan- 
tities of these from Thuringia before the 
war. 

@ International fairs, intended to stimu- 

late both exports and imports, also are 
helping to fill up the European schedule 
of expositions. 

The Paris Fair this spring provided fa- 
cilities for the displays of 9,000 exhib- 
itors, a new record for the 43-year-old 
exposition. U.S., British, Belgian, Swiss 
and Czechoslovakian manufacturers were 
among those represented. 

Hundreds of orders were placed by 
buyers who came to Paris to see the wares 
on exhibit. French officials said that they 
were well satisfied with the spurt in their 
own exports stemming from the show and 
that most of the business done by exhib- 
itors of other countries was in noncompet- 
ing lines. 

Italy’s Fair at Milan during June had 
5,728 exhibitors representing 17 nations. 
Attendance was lowered by hot weather 
and, as a result, the exhibition next year 
will return to its prewar schedule, which 
calls for an April opening. 

In spite of the weather handicap, lack 
of adequate transportation and scarcity 
of hotel rooms, the Milan Fair was able 
to earn a profit and the management will 
not have to ask for a Government subsidy 
in 1948. 

Belgium’s exhibit —the international 
sample fair at Brussels in May—drew 
12,800 buyers from 50 countries. Most 
of them came from Europe, but large 
numbers registered from the U. S., Latin 
America, South Africa and Asia. 

U.S. attempts to establish regular 
trade expositions are not likely to gain 
much headway until U. S. manufacturers 
are faced again with the need to search 
for markets. When that happens, fairs 
may be organized in the free-port zones 
of New York and New Orleans. 

q@ Future of Europe’s fairs appears to be 

bright as long as buyers encounter diffi- 
culties in getting together with suppliers 
and in gearing their trade to existing 
controls. 

Sponsoring governments concede that 
the expositions are hardly a substitute 
for the freedom of action afforded buyers 
before the war. They argue, however, 
that the trade shows are a sensible com- 
promise in view of the difficulties of 
doing international business today. 








BUSINESS IN MOTION 





To our CoLbeaguse Pe Eee 


One of the healthy things about American 
business is the way we exchange infor- 
mation about methods. Let two execu- 
tives, or engineers, or superintendents 
get together, and you can be sure that 
anything that is not secret will be dis- 
cussed. In this important, friendly way 
we share our knowledge. Engineering 
societies and the business and technical 
press are likewise great spreaders of help- 
ful information. 


Yet the fact is that what is best in 
one case may not be best in another, 


even though the problem may seem to 
be identical. 


Take two recent cases, both involving 
flange formation. 


resulting in considerable scrap. Revere 
studied the part, and found no necessity 
for an integral flange from the stand- 
point of strength, performance, fit or 
assembly. The recommendation was: 
make it out of brass tube, cut the 
flange out of strip, and braze the two to- 
gether. Obviously, the recommended 
method of production required much 
less machine time, was more economical, 
and scrap was reduced to the small 
amount remaining in the strip after cut- 
ting the flange. 


Flanges can also be produced by such 
methods as stamping or drawing, roll- 
ing or spinning. Sometimes it may be 
difficult to decide which to choose. The ap- 

parently simple mat- 





One was a top for 
a milking machine. 
The obvious method 
of obtaining a flange 
would seem to be to 
roll a ring and sold- 
er or braze it on, 
but the manufactur- 
er wished to avoid 
any possibility of 
chinks and crevices 
to catch dirt. So it 
was decided to make 








ter of a flange may 
not be so simple af- 
ter all, and what one 
company does is not 
necessarily the best 
for another firm or 
product. 


Although these 
two interesting cases 
seem diametrically 
opposed in method, 
there is one respect 








the flange integral. 

In cooperation with the manufacturer, 
Revere designed a cutting tool that would 
not only machine a slot in the edge of 
a brass disc, but also turn up the metal 
at an angle of about 45 degrees on one 
side of the slot. Next, the deformed edge 
was rolled up at right angles. And finally, 
the flange was machined down to correct 
height. The proper tools, the right alloy 
and the correct temper made this ingeni- 
ous method practical and economical. 


The other case developed in exactly 
the opposite way. A small machine part 
in the form of a tube with a flange was 
being machined out of solid brass bar, 


in which you will no- 
tice a resemblance — in each, the manu- 
facturer called upon his supplier for 
suggestions, and got them. This single 
point of resemblance is interesting be- 
cause it points up what we at Revere 
have always believed, that the outside 
viewpoint of a supplier is so valuable as 
to make it well worth while to regard him 
as an insider on problems concerning his 
materials. That is true not only of the 
metal business, but of every other in- 
dustry. If you are a manufacturer, it 
will pay you to talk over your prob- 
lems with the people from whom you 
buy, and for that matter, with the firms 
which desire to sell to you. 


REVERE COPPER Ano BRASS INCORPORATED 
Founded by Paul Revere in 1801 
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Executive Offices: 
230 Park Avenue, New York 17, N. ¥. 
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END OF POSTWAR BOOM 
FOR U.S. CARGO SHIPS 


Sudden decline in revenue as rates fall, 


due to less tonnage and more competition 
from nations with lower operating costs 


The postwar boom in U.S. ocean- 
going shipping is over. 

Freight rates for bulk cargo are down 
sharply from their peak of five months 
ago. A less violent adjustment is in store 
for the liners that handle general cargo. 

Coal now can be shipped across the 
North Atlantic for less than $7 a ton. 
Freighters were asking $12.50 a ton for 
the same service last spring. Today, in 
order to keep operating, U. S. shipowners 
say they are losing up to $1.50 a ton. 
@ What is happening is a return toward 
prewar conditions in world shipping. 
Other countries that had active merchant 
fleets before the war are competing again 
for ocean freight. They have vessels pur- 
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chased from the U. S. and new ones com- 
ing off the ways. 

Ships that fly the U.S. flag cost much 

more to operate than other vessels. When 
there is not enough cargo to go around 
and rates are cut, U.S. ships cannot com- 
pete for long. 
@ Fewer dollars for U.S. operators 
mean some savings for the hard-pressed 
nations of Europe. Overseas shippers can 
pay more on their freight bills in their 
own currency. 

Most optimistic estimates of benefits 
to importing countries this year from the 
decline in rates for bulk cargo range from 
$100,000,000 to $150,000,000. Much of 
the savings will have to be plowed back, 
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however, to keep up the volume of pur- 
chases of commodities that have risen in 
price. 

The rate reductions also will mean 

less revenue for the U. S. Maritime Com- 
mission, which charters most of the 
freighters flying the U. S. flag. The slump 
is likely to bring renewed demands for 
increased subsidies to ships manned by 
American crews. 
@ Basic reasons for the drop in ocean 
freight rates are simple: more ships and 
less cargo. But the suddenness of the de- 
cline had not been foreseen. 

War-built freighters returned to ac- 
tive service for U.S. shippers by the 
Maritime Commission — mostly Victory 
and Liberty ships—total approximately 
5,000,000 tons. 

New shipping being added through- 
out the world this year, at the present 
rate of construction, is scheduled to be 
more than 3,000,000 tons. Most of that 
is being built in British yards, some for 
British operation and some for sale to 
other countries. As a result, the ratio of 
U.S. tonnage to world shipping is to 
drop. 

U.S. exports are falling as needy na- 
tions run out of dollars. Even if there is a 
rebound due to the Marshall Plan, no 
strain on available tonnage is likely. 

Bulk cargo from the U.S. probably is 

not to increase. Shorter hours for miners 
are expected to hold down coal produc- 
tion. And the U.S. Government is ad- 
vising other countries not to count on in- 
creased exports of wheat. 
@ Collapse of the boom may mean that 
Great Britain will pick up much of the 
traffic that has been carried in U. S. ships 
since the end of the war. 

Running costs of Britain’s tramp 
freighters are half those of similar vessels 
flying the American flag. Rates on British 
ships have been under Government con- 
trols, which recently held coal costs at 
$8 a ton. A downward adjustment is 
expected to meet the offers of ships 
under Greek, Panamian and Honduran 
registration. 

@ The prospect means that the U.S. 
Government must make a policy decision 
on the future of its merchant fleet. 

Charter operators already are turning 
back some ships to the Maritime Com- 
mission. Major companies probably will 
hold on through the winter, when a 
seasonal upturn in freight rates will help. 

But more ships are to be launched by 
other countries next spring, and there 
again will be pressure on charges for 
bulk cargo. Only Government subsidies 
then will keep many United States ships 
from being priced out of the market for 
cargoes. 
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Danger signals now are flying for U.S. business..... 

Outlets for excess production are narrowing. 

Pipe lines in the U.S. are crammed with goods and the safety valve provided 
by exports is slowly closing, as Britain and other countries cut imports. 

Forward buying in the U.S. is becoming more cautious. Inventories in the 
hands of both wholesalers and retailers are slowly declining. 

U.S. Supply has caught up with U.S. demand for a growing list of products. 

U.S. industrial production is in its fifth month of gradual decline. 

Export buying is falling off--slowly. June exports were only 6 per cent 
below the May peak on an average daily basis. 

More important is the trend of orders, key to exports in coming months. 

Orders for export are sloughing off in some lines. 

For instance, unfilled orders for freight cars to be sent abroad are only 
about one third as large as early in the year. Export orders for brass and copper 
products are off sharply. Other lines show the same thing. 

This trend now is to become more evident. 

Import restrictions put on by a growing group of countries are to be felt 
more and more, as dollars abroad become scarcer. 

Increasing production abroad also is to cut into U.S. exports. 

U.S. exports this year have been taking about 12 per cent of what the U.S. 
makes and grows. A decline in exports in the next six months thus can mean a lot 
to U.S. business. Especially if combined with cautious buying within the U.S. 









































In specific terms, exporting industries face varying prospects. 

Import restrictions in other countries will hit these lines hardest: 

Passenger cars, refrigerators, radios, office equipment, tobacco, luxuries, 

Growing competition abroad will hit these lines, among others; 

Textiles, glassware, pottery, musical instruments. 

These products are on the "essential" lists in most countries: 

Food, coal, steel products, rubber products, heating equipment, containers, 
agricultural machinery, electrical machinery, trucks. 

But rising prices for steel and many manufactured goods in the U.S. may 
force restrictions on buying even of these essentials between now and the year 
end. And British buying of U.S. foods is to be curtailed to conserve dollars. 











Over-all impression of the Attlee plan for Britain is that it does not go deep 
enough into British economic ills. It just skitters along the surface. 
A foundation is laid for tough action but unpopular acts are avoided now. 
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WORLD COMMERCE AND INDUSTRY--(Continued) 


Basic problem in Britain is coal. But Attlee calls only for an additional 
half hour of work a day from the miners. That is not enough for a country now 
barely able to supply her own needs. 

Before the war, coal exports earned $130,000,000 a year for Britain. 

Now, her coal exports yield about $10,000,000. 

Britain's salvation depends more on coal than on anything else. More coal 
will increase British industrial production, comfort, health and exports. 











Another British problem is in textiles. Cotton manufactures especially 
are lagging. The reason: inadequate labor force. But Attlee hesitates to 
redirect labor from nonessentials into essentials. 

Exports of cotton manufactures now are only 40 per cent as large in terms 
of volume as before the war when they ranked second among British exports. 

Much of the lag in present-day exports stems from low coal and textile 
production. Much of Britain's problem is centered in the lag in exports. But 
Attlee apparently is not yet facing squarely these two focal points of weakness. 
It's doubtful if Britain can get by on what Attlee proposes. 











On the import side, the biggest British cut will be in food..eee 

General aim is to concentrate the cuts in those foods bought from the U.S., 
Canada and Argentina. This will save “hard". currencies. 

Buying will be shifted as much as possible to the southern dominions, the 
colonies and Europe, especially Eastern Europe. The rub is that these sources 
may not be able to supply all that Britain wants, either because supplies are 
not available or for political reasons. 

But it's clear that priority will be given to cuts in British imports of 
U.S. foods, such as dried eggs and milk, fruit, canned goods, prepared meats. 

Point to remember is that, even if British buying of U.S. food stopped com- 
pletely, there would be little effect on the American farmer, whose products 
are in heavy demand both at home and in other countries. 

















British action on U.S. films is to hit Hollywood hard.ee.e. 

Only about 25 per cent of U.S. film earnings in Britain will be returned. 

This will save Britain about $50,000,000 a year, but it will put a big crimp 
in the most important overseas market of the U.S. motion picture industry. 

The bulk of Hollywood's profits come from overseas. The film industry 
probably will fight hard to have the British decision modified. 











World problems are an added thorn in Britain's side during this criSiSceee. 

The need to keep troops abroad means a serious drain in men and money. 

Dollar shortages all over the map have put pressure on Britain to supply 
dollars to her creditors. This is where many of her dollars now are going. 

The Russian enigma crops up again in the breakdown of trade negotiations 
between London and Moscow. Britain still hopes for a Russian pact to cut down 
her purchases, particularly of grain, in the Western Hemisphere. 

The world inflation in prices plagues Britain. Increases in prices of 
things she imports are greater than in prices of things she exports. 

Britain, thus, is pushed and pulled by world currents over which she has 
little or no control. Internal problems are only part of the British picture. 
You get more of the implications of Britain's plight on page 5. 























USTRALIA IS COUNTING on her Laborite 
Prime Minister, Joseph Benedict 
Chifley, to win for the Commonwealth a 
bigger role in world affairs, supported by 
a flourishing economy at home. 

World War II ended all illusions that 
there was any security in Australia’s geo- 
graphic isolation. At the same time, the 
war effort put forth by the country 
demonstrated unsuspected capacities and 
gave its people a new feeling of their 
strength. Chifley regards his policy as the 
logical product of these developments. 

In international affairs, the policy is 
manifested by Australia’s firm insistence 
that she be accorded full recognition as 
a Pacific power, with the right to have 
her say in all matters affecting world se- 
curity. This insistence has marked the 
vigorous role played by Australia in the 
U.N., and it governs her entire approach 
to the coming discussions on a peace 
treaty for Japan. 

In the domestic sphere, Chifley’s ob- 
jectives center in the success of broad 
programs of economic development and 
social advances. He wants to see Austra- 
lia increase her internal strength, and 
thus reinforce her claims to Pacific leader- 
ship. 

Charting Australia’s course on both 
external and internal problems, Chifley 
rules out wishful thinking about Utopian 
results. 

“The Government will plan boldly,” 
he promises, “but it has no starry-eyed 
dreams of a new world.” 

@ The philosophy that motivates the 
Chifley Government is based on two 
tenets. One calls for progressive sociali- 
zation of the Commonwealth at home, the 





Australia believes that 
World War Il established 
her as a real power in the 
Pacific. She wants full rec- 
ognition of this new status 
from the rest of the world. 

Prime Minister J. B. Chif- 
ley is the man who maps 
his country’s course as she 
seeks new importance in 
international affairs. 
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other for closest collaboration with the 
U.S. on all future matters affecting the 
Pacific area. 

Chifley is quick to acknowledge that 
the U.S. now is “the dominating Pacific 
power, bound to keeping the peace in 
this vast area.” But he emphasizes that 
the Commonwealth considers herself 
more than a minor partner in this re- 
sponsibility. “The people of the two 
countries will and must work side by 
side,” he asserts—a blunt reminder that 
Australia is a Pacific power in her own 
right. 

Australia wants to match co-operation 
in the Pacific with a broader co-opera- 
tion in the world councils of all nations. 
Her loyalty to the British Commonwealth 
of Nations is unshaken. But in _inter- 
national discussions, Australia does not 
intend, if she can help it, to be talked 
down to by Britain, the U.S., Russia or 
any other nation. 

At home, Chifley wants his Govern- 
ment to continue to guide the Common- 
wealth in the direction of socialism. A 
start has been made, and he intends to 
see it through. 

The Prime Minister believes Australia’s 
capitalists can be brought around to his 
way of thinking. The capitalists, he says, 
are merely “ordinary blokes” who even- 
tually will see the wisdom of socializa- 
tion and even like it. 

@ A self-made man, Chifley reached his 
present eminence in Australia’s national 
life the hard way. 

He was born in 1885 in New South 
Wales, the son of a blacksmith. After a 
meager schooling, he went to work on the 
railroad and in time became the engineer 
at the throttle of the crack Sydney-Mel- 
bourne express. 

Chifley joined a railwaymen’s union, 
and his membership stimulated in him an 
active interest in the labor movement. He 
set about improving himself by devoting 
most of his spare time to the study of 
economics, finance and industrial law. 

It is Chifley’s background as a work- 

ingman that makes him such an ardent 
advocate of social reforms and improve- 
ment. 
@ Politics offered the locomotive engi- 
neer the best opportunity to crusade for 
his ideas, and he entered the lists, win- 
ning election in 1928 to the Common- 
wealth Parliament. 

The initial tenure of the future Prime 
Minister was shortlived, for he failed of 
re-election in 1931. But his ability had 





No starry-eyed dreams 


made an impression, and for almost a 
decade non-Labor ministries utilized his 
services in a number of important gov- 
ernmental assignments. 

When the Labor Party came back to 
power in the elections of 1941, Chifley 
was returned to Parliament and given 
the portfolio of Commonwealth Treasurer 
in the Cabinet of Prime Minister John 
Curtin. As Treasurer, Chifley is credited 
with devising what has been called “per- 
haps the most comprehensive system of 
wartime financial controls of any Allied 
government.” 

Subsequently, Chifley took on the ad- 
ditional duties of Minister for Postwar 
Reconstruction, and in that capacity 
drafted plans for the development of 
Australia in economic and social fields. 

Upon the death of Prime Minister 
Curtin in 1945, Chifley was the 3 to ] 
choice of the Labor Party to become the 
new head of the Government. He was 
reluctant to accept the post, and agreed 
only after much urging. 

The Australian people gave the new 
Prime Minister a vote of confidence in 
the Commonwealth’s first postwar elec- 
tion by returning a Laborite majority to 
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Parliament. The campaign was sharp, 
however, and Chifley was alternately de- 
nounced as a “Communist” by his op- 
ponents of the right, and as a “Conserva- 
tive” by his foes on the left. 
@ The mandate that the election gave 
Chifley has suffered no impairment in 
the ensuing months, so there is no ques- 
tion about the popular backing for his 
policies, both domestic and international. 
Although by no means a dramatic fig- 
ure, the tall and gaunt Prime Minister, 
with his inevitable pipe, seems to have an 





APOLEON ZERVAS, Minister of Public 
Order in the Greek Government, is 
having trouble making good on his boast 
that, as a veteran guerrilla leader, he 
can crush communism in Greece. 

For six months, Zervas, with Cabinet 
status, has directed a national police 
force of 30,000 men in an all-out effort 
against communism and, so say his 
enemies, against all liberal opinion. 

So far, the Zervas policy of annihilat- 
ing communism has not worked. Instead, 
outside observers in Greece now report 
that the Communists are stronger than 
when Zervas took over his police job 
last March. 

The Greek Army, which Zervas does 
not control, has failed to wipe out guer- 
rilla bands in pitched battles on the 
northern borders. But behind the lines, 
Zervas and his gendarmes have been 
equally unsuccessful in stamping out 
left-wing activity. 

@ Zervas’ failure to suppress com- 
munism in Greece to date is not due 
to timidity on his part. 

His program is set forth in the plat- 
form of his own National Party, a right- 
wing group with 24 seats in Parlia- 
ment. The program calls for outlawing 
the Communist Party, suspending all 
Communist newspapers, arresting all 
Communist leaders, purging all Commu- 
nists from Government jobs and execut- 
ing all leftists who received suspended 
death sentences during the postwar vio- 
lence of December 1944. 

The Greek Government, which finds 

Zervas useful as a symbol of opposi- 
tion to communism, balks at putting his 
full program into effect. But while more 
moderate counsels restrain his enthusi- 
asm, Zervas continues to prod the Cab- 
inet and the Army into taking stronger 
measures against the Communists. 
- @ Zervas’ key place in the Greek Gov- 
ernment is the first purely political post 
this swashbuckling soldier has held in a 
lifetime of political activity. 

Zervas was born 57 years ago in 
Epirus, the district of Northwestern 
Greece that has been the scene of recent 
fighting. As a youth, he was dropped 
from the military academy for laziness. 
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intangible appeal to the imagination of 
Australians. The man in the street speaks 
familiarly of him as “Ben,” shortening his 
middle name, Benedict. And Chifley’s 
record in public life thus far has engen- 
dered a feeling of reliance that he can 
work things out. 

“Give Ben time to light his pipe and 
take a few puffs,” Australians say, “and 
he'll solve any problem you put to him.” 

Chifley’s handling of Australia’s post- 
war affairs is to test the accuracy of that 
appraisal. 


Greek Failure To Restore Order 


In 1916, as a noncommissioned officer, 
he joined the republican opposition to 
Greece's pro-German King Constantine. 

Thereafter, Zervas rose in Army ranks 
and his political power as a prorepublican 
officer, helping to engineer three suc- 
cessive political revolts. All three were 
successful, but the intrigues so tainted 
Zervas reputation that he was forced to 
retire from the Army in 1926. During 
the ensuing seven years, he became 
known as the gambling king of Athens. 
In 1933, political intrigue tempted him 
again, but this time the general whom 
he backed failed in his effort to seize 
power. Zervas was exiled to France, re- 
turning to Athens in 1938. 

Zervas took no part in the Albanian 
war of 1940. By 1942, when the Nazi 
occupation was well established, Zervas 
left Athens for his native Epirus and 
formed a guerrilla band, affiliated with 
right-wing politicians in Athens. His band 
was known by its Greek initials as EDES. 

EDES co-operated closely with British 
headquarters in Cairo in sabotage opera- 
tions against the Germans. This brought 
Zervas money and weapons from the 
British. But as the end of the war ap- 
proached, EDES, as well as the rival 
left-wing ELAS resistance group, be- 
came more interested in the future con- 
trol of Greece than in fighting Germans. 

By the time Greece was liberated in 





To crush communism, 
Greece is using Napoleon 
Zervas, a former guerrilla 
chieftain. He got his cab- 
inet post on the strength of 
his reputation as a last- 
ditch opponent of leftists. 
Some observers, however, 
say that the Communists 
are stronger now than 
when Zervas began his 
campaign. 
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With rifle and roulette wheel 


November 1944, Zervas and his guerrillas 
were in open civil war with the leftists. 
Much smaller in numbers than ELAS, 
the Zervas group got the worst of it. In 
December, ELAS attacked Zervas in his 
mountain stronghold and drove his forces 
into the sea. Half his troops were saved 
from annihilation by the British Navy, 
which evacuated them to the island of 
Corfu. 

After the civil war, Zervas converted 
his guerrilla band into the National 
Party, which he now represents in Par- 
liament. Using this position as a sounding 
board, he constantly urged the Govern- 
ment to take sterner measures against 
his wartime foes, the Communists. Final- 
ly, when others had failed to suppress 
the Communists, the Government called 
on Zervas to do the job. 

@ Zervas’ personality and _ extremist 
views make him a center of controversy 
in Greece today. 

In personal traits, Zervas is in the tra- 
dition of Balkan guerrilla leaders. He no 
longer sports the full beard that was his 
trade-mark during the wartime fighting 
in Epirus, but his threats against the 
Communists still have the blood-cur- 
dling ring of the soldier of fortune, rather 
than the politician. 

Since taking office, Zervas has carried 
out mass arrests, sending more than 3,000 
suspected left-wingers to jail, many of 
them to detention camps on the Greek 
islands. Critics say that in his zeal he 
has liquidated middle-of-the-road liberals 
along with Communists, but Zervas 
brushes such charges aside. More a sol- 
dier than a politician, he is not likely to 
worry if some non-Communists suffer in 
his drive to exterminate communism. 
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Dwellings for swollen population of Rome 
are so scarce that caves are used as homes 


ROME 

HINGS ARE TOUGH in Rome if you 

want to rent a house, but you can 
always settle for a little space in a cave. 
There is still some room left in the grot- 
tos under the Capitoline Hill where Bren- 
nus, King of the Gauls, once cried out: 
“Woe to the vanquished.” 

Via della Consolazione, ironically 
enough, is the street address of the new 
cave dwellers. Most of the occupants 
come from war-destroyed towns and 
villages outside Rome. A woman who 
used to own a small house in bomb- 
blasted Cassino. . . . an old soldier, 
whose hobby was gardening when he 
lived near. the railroad at Velletri and 
who now worries over some tomato 
plants he has succeeded in growing on 
a garbage heap. . . . a family from near 
the beach at Anzio. 

These people are well off compared to 
the many who sleep in the streets. 
Coming out of a house late at night, it 
is not unusual to stumble over a man 
snoring on the doorstep. Others curl 
up in Rome’s dry and historic fountains, 
or in a corner of the Coliseum. Esti- 
mates are that more than a tenth of the 
present Roman population is without 
lodging. 

In 1938, Rome had about 1,100,000 
inhabitants. Today, there are over two 
million. Italians returning from the 
colonies, refugees from bombed areas 
and from Venezia Giulia, returning vet- 
erans and prisoners of war have been 
streaming into Rome steadily for the 
last three years. 

Although the food and housing situa- 
tion in Rome is very tight, few persons 
want to return to their homes elsewhere. 
Some are unable to go, having lost 
everything in the war. 

One 60-year-old man was asked why 
he didn’t return to his home in the north 
since he had no home in Rome. He 
spread out his hands and replied: “Ah, 
but Rome is such a beautiful city!” 

Many are less interested in the beauty 
of Rome than in the profitable black 
market operations available to anybody 
with a little imagination. The native cun- 
ning of almost every part of Italy is 
amply represented in making Rome the 
richest black market center in Italy. 

In an effort to alleviate the housing 


problem, the Provisional Government 
set up a Housing Commissariat in March 
1943. Ever since its birth, the Com- 
missariat has been deluged with requests 
for rooms, apartments and _ houses. 
Guards at the entrance have a difficult 
time keeping the milling crowds from 
storming the building. Harried assistants 
endlessly try to convince weeping fami- 
lies that they are incapable of helping 
them. 

Virtually no construction of houses 
has been started since 1938. Channel- 
ing of materials to the war effort and 
lack of them after the liberation, plus 
the loss of many houses through bomb- 
ing, has put the Commissariat in an un- 
enviable spot. 

Priority goes to large families, but a 
married couple without children also 
has the right to lodging. A houseless 
Roman stands little or no chance of get- 
ting any results from a request for lodg- 
ing unless he can point out a vacant 
home. Even then he must wait for at 
least three months of investigations and 
red tape before he can move in. 

To prevent speculation in rents, no 
family receiving lodging from the Com- 
missariat may take in other boarders. 
The law also provides that no family 
can be forced by the Commissariat to 
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double up. There are, of course, many 
inequalities. In some cases, an apart- 
ment of 10 rooms has been turned over 
to families of three persons. In others, 
more than 11 people live in three rooms. 

Crafty landlords are making big money 
in Rome today. There are controls on 
unfurnished apartments, but not on fur- 
nished ones. A dingy room with two old 
chairs and a table may rent for well over 
$100 a month. Luckless families with 
many children will pay practically any- 
thing to get a roof over their heads, if 
they have the money. 

The black market’s nouveaux riches 
and people still fortunate enough to have 
their prewar fortunes live luxuriously. 
As a result, the Communist and Socialist 
parties have made a big issue of the in- 
efficiency of the Commissariat, claiming 
favoritism and corruption. Of the three 
vice commissars, one is a Communist. 

Most of the right-wing parties would 
like to see the Commissariat abolished. 
The left, of course, is strongly in favor 
of it. This constant bickering has reduced 
the personnel of the Commissariat to a 
nervous state verging on total collapse. 
The commissar and his three vice com- 
missars are constantly being threatened 
with physical violence, political disgrace, 
or ruin, or are offered stupendous bribes. 
These last are not always easy to refuse, 
since they may represent as much as a 
years earnings. 

Most bitter enemies of the Commis- 
sariat are the rich Casanovas of Rome. 
Many a husband has been in the habit of 
maintaining a small penthouse or a 
couple of rooms, sometimes disguised as 
offices, laboratories or research rooms in 
addition to his actual residence. But 
the Commissariat has succeeded in un- 
covering large numbers of these alleged 
“love nests” and has confiscated them for 
some of the homeless families. 

Another great thorn in the side of the 
Housing Commissariat is the number of 
foreigners resident in Rome. Yugoslavs, 
Poles, diplomats and military families of 
many nationalities are taking up a lot of 
space. Homes taken over by the military 
have been derequisitioned, but many 
of the families have remained, paying 
the rent themselves. The Commissariat 
does not see how it can turn these people 
out in the streets. 

Since its foundation, the Housing Com- 
missariat has received over sixty thousand 
applications for lodgings. At a conserva- 
tive estimate of four to a family, this 
represents nearly 250,000 people. Of 
these about fifteen thousand requests 
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have been granted and homes found. 
About another fifteen thousand have been 
denied for various reasons. Remaining 
on file, therefore, are about thirty thou- 
sand requests, with more pouring in daily. 

A number of people who left Rome 
with the Germans, or went north for 
fear of bombing, have come back only to 
find their homes occupied. There isn’t a 
thing they can do about it, and they are 
camping out wherever they can find beds. 

Those who live in the poor section of 
San Lorenzo are equally unfortunate. 
Many of their homes were destroyed in 
the bombing of the nearby railroad. Some 
have managed to squeeze in with rela- 
tives or friends, others have gone to the 
Via della Consolazione caves. 

The impressive thing about the cave 
dwellers is their neatness. Rubbish is 
carefully heaped into a corner and the 


floor well swept. In one of the caves, a 
self-appointed housewife daily shoos out 
the occupants and does some thorough 
housecleaning. Her place is no more than 
12 feet by 12 feet. With her are her own 
two children, a young girl, a stray child, 
a husband and three cats. There are one 
bed and two mattresses on the floor. The 
iron gate at the mouth of the cave has 
been patched up with bits of tin, but the 
wind and rain come in over the top any- 
way. A tattered umbrella hangs on a nail, 
each personal knickknack has its place 
in scattered crevices, a_ clothesline 
stretches across the middle of the cave. 
In another grotto, an old woman sleeps 
in a chair with a kitten in her lap, and a 
man lies on the floor tossing restlessly 
in the. heat. A young woman stares for- 
lornly through the gate at the street 
sign. ... Via della Consolazione! J. M. 


Japanese officials try to disclaim errors by 


making ‘MacArthur Government’ scapegoat 


TOKYO 

I THE TEA HOUSES where tired workers 
gather for a cup of sake, in the geisha 
houses where weary businessmen seek 
escape from the harsh realities of a de- 
feated Japan and in the privacy of their 
homes, the Japanese speak slyly of the 
two governments that rule their country. 

First, they say, there is the Govern- 
ment of General MacArthur. Next, there 
is the Japanese Government. 

Talks with many Japanese, reading the 
Japanese newspapers and listening to 
Japanese radio broadcasts have made it 
clear to me that this two-government 
legend is widespread. And no one here 
doubts that the ultraconservative poli- 
ticians who have governed Japan since 
V-] Day have done much to foster the 
legend. 

The politicians have endeavored—and 
with some success—to make the “Mac- 
Arthur Government” the scapegoat for 
their own shortcomings and for the grim 
consequences of defeat. Maybe the new 
Government of Prime Minister Kata- 
yama, praised by General MacArthur as 
a “middle of the road course,” will fol- 
low a different technique. 

Seeking to be all things to all men, the 
Japanese Government has consistently 
claimed credit for all the good that has 
come from the occupation and denied all 
blame for the inevitable hardships and 
inconveniences. By cunning use of the 
double-meaning phrase and the whisper, 
it has tried to make a mockery of many 
of the democratic principles which, in 
print and in speeches, they have em- 
braced with evangelistic fervor. 

The people are told that “unavoidable 
international circumstances” are the cause 
of the country’s economic plight. 
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The Finance Minister uses the inno- 
cent expression “termination of war ex- 
penses” to explain the Government's 
tremendous budget which is driving the 
inflationary spiral upward. To the unini- 
tiated, this phrase might refer to any- 
thing from the soldier bonuses to interest 
on war bonds. But the Japanese people 
know that he means “end of the occupa- 
tion.” 

What the politicians fail to explain to 
the people is that the cost of occupation 
accounted for one third of the total budg- 
et last year mainly because of the Gov- 
ernment’s failure to control the black 
market in raw materials. They also have 
let many contractors charge exorbitant 
prices and get away with it. 

While the best information here is that 
the Government's expenditures for occu- 
pation projects have been padded be- 
tween 200 and 300 per cent, the Japa- 
nese who are responsible have led the 
people to believe that the Americans are 
milking the economy dry by their ex- 
travagance. 

When the Japanese Government is 
accused of strangling industrial recovery, 
some officials shake their heads and 
whisper: “No, that is the fault of the 
MacArthur Government.” 

What the whisperers do not tell the 
people is the fact that current production 
is almost paralyzed because the Govern- 
ment is allowing a staggering amount of 
materials to escape into the black market. 

They go into more double talk when 
the Government is charged with sabo- 
taging the program of allocations and 
controls which General MacArthur more 
than 20 months ago ordered the Japanese 
to initiate in order to assure maximum 
production. 
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When a harassed housewife complains 
to a Government official about the com- 
plexity of the rationing system, the offi- 
cial shrugs his shoulders. “We would 
like to make it easier,” he frequently ex- . 
plains, “but the MacArthur Government 
says we must do it this way.” 

When a hard-pressed businessman 
complains that he must buy his raw 
materials in the black market and can- 
not make a profit selling at the official 
prices, he is told sympathetically: “We 
would like to raise the prices, but the 
MacArthur Government says we can't.” 

When the Tokyo Government was or- 
dered to purge ultranationalists and mili- 
tarists from public life, the ruling politi- 
cians apologized to the purgees—many of 
whom were their friends—with the ex- 
planation that the purge was an affair of 
the MacArthur Government. 

On the other hand, the Japanese Gov- 
ernment claims credit “for America’s soft 
reparations policy”; for the plans for an 
early resumption of private trade, and for 
General MacArthur’s efforts to obtain an 
early peace treaty, which now seems to 
be at least a possibility. 

So it goes, the Japanese are taking 
credit for the good and blaming General 
MacArthur's occupation for all that’s bad. 

But this fiction of two governments— 
one beneficent, the other harsh—has not 
been swallowed whole hog by the Japa- 
nese people. It has, however, prejudiced 
their attitude toward the occupation and 
toward the reforms that General Mac- 
Arthur has tried to institute. The change 
in the people’s attitude has been ap- 
parent to anyone who has observed the 
dramatic experiment in democratic re- 
form during the past year. Maybe it’s 
only human nature—but human nature 
is getting an assist from the Japanese 
politicians looking toward their own 
future. J.F. 














CONFLICTING VIEWS IN BRITAIN 
OVER THE ECONOMIC CRISIS 








Espousal of new program by Attlee and Dalton; Churchill's criticism 


Great Britain, facing its greatest economic and finan- 
cial crisis, is engaged in a nation-wide debate on the 
Labor Government's proposals to solve or alleviate the 
country’s difficulties. World Report here presents signifi- 
cant extracts from Prime Minister Clement Attlee’s an- 
nouncement on Aug. 6, 1947, of action to be taken by the 


British Government, from Chancellor of the Exchequer 
Hugh Dalton’s statement on August 7 on the financial 
situation, and from a speech at Blenheim August 4 by 
Winston Churchill, Conservative Party leader, attacking 
the Labor Government's past and proposed handling of 
Britain's affairs. 





By Prime Minister Attlee 


WW" HAD TO Pay for the [First World] War with an im- 
mense proportion of our foreign investments; increased 
industrialism abroad thrust heavily on us, and we found our- 
selves instead of having a large export surplus, as before the 
First World War, afterwards with our balance of payments 
only achieved with great difficulty. 

And the Second World War has been more costly. Let us 
remember that for a whole year we stood alone. The greater 
part of our foreign investments have been sold. Our debts 
accumulated. Our export trade was reduced to less than one 


The United States and Canadian loans were essential meas- 
ures to buy time for ourselves; the time which was also needed 
for the rest of the Old World to recover .. . 

We all hoped the loan would last us . . . well into 1949, 
possibly into 1950, by which time there was a reasonable 
chance that we should have redeployed our economy and be 
in sight of equilibrium. As things have turned out, it is now 
certain that that loan will be exhausted before the end of this 

ear... 
: We are compelled to buy largely from the Western Hemi- 
sphere in dollars and at high prices . . . The rest of the world 
is suffering from the same difficulties . . . so there is a world 
shortage of dollars. 

The salient feature of recent developments is an increase 
in the dollar deficit. For the year 1946 our total dollar deficit 
was under £350,000,000 even if we include the Canadian 
dollar outgoings. 

In the first six months of 1947, the U.S. dollar deficit was 
£ 405,000,000, representing an annual rate of £ 810,000,000. 

It is clear, therefore, that the drain cannot be allowed to go 
on at this rate. It is sometimes assumed that all our diffi- 
culties have arisen because of the loan agreement with the 
United States, and in particular because of its provisions con- 
cerning convertibility and nondiscrimination . . . 

The problem of convertibility is really a problem of the 
world shortage of dollars, rather than one arising particularly 
from the loan agreement. 

Before the war, sterling could be transferred into any other 
currency in London, and this is the function of an interna- 
tional currency. A return to this position has always been an 
objective of the Government. 

The American loan was designed to help us to return to 


that position at an early date. On that policy we have no in- 
tention of turning our backs, It is clear that in the world 
shortage of dollars the formal obligation under the loan meant 
ment puts an increasing strain upon us. 

As to nondiscrimination, the provisions of the loan agree- 
ment have hardly been operative at all, because we have 
bought practically all the available supplies from outside the 
hard currency countries as well as having to buy them from 
these countries .. . 

The position is now changing, and with the cuts in im- 
ports now proposed, the question of discriminating purchases 
becomes of much more importance. 

We approached the problem of the postwar world with 
a wish to establish speedily multilateral trade and convertible 
currencies. They are not yet in sight, and it is clear that un- 
less a multilateral system can be made to work, supported by 
adequate finances, it will become incumbent upon us to seek 
our way out of our difficulties by another line. 

As to the steps which have been taken, we have been in 
constant consultation with the United States Government on 
these matters. There was a way open to give notice under 
Clause 12 of the loan agreement, but this would not cover 
the whole field. We are proceeding to seek consultation on 
other difficulties. 

We suggested to the United States Government as a first 
step that there should be official discussions on these matters. 
I am glad to be able to tell the House that Mr. Marshall im- 
mediately agreed to these discussions . . . 

We intend to play our full part in the efforts started at the 
Paris Conference to see how the countries of Europe can 
best help themselves and each other and can turn to the 
best advantage of the world and themselves of suggestions 
made in the speech of Mr. Marshall. 

Meanwhile, it is incumbent upon us to spare no efforts to 
remedy our own position and to make sure that we are in a 
position to make the fullest contribution we can to our own 
recovery and to that of the world .. . 

First, we shall apply ourselves to the further development 
of our resources at home. We must concentrate as much of 
those resources as we can on the reconstruction and develop- 
ment of our basic industries and services on which our whole 
economy depends. 

Secondly, we must increase our total output so as to stand 
on our own legs as soon as possible, and we will press on with 
plans to expand our production in the colonial Empire . . . 
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MAJORITY LEADER. “. . . we must raise our sights” 


It may be that the chain of events started by Secretary 
Marshall’s speech will lead to further help for the recovery 
of the Old World, but we cannot and will not base our plans 
on that assumption... 

Definite targets are being set for basic industries. First of 
all there was coal... 

We have put before the Mine Workers’ leaders a proposal 
that, while preserving the five-day week . . . there shall be, as 
an emergency measure for a limited period, an extra half- 
hour's work a day .. . Our aim is an average output for the six 
months from September 1 to April 30 of at least 4,000,000 
tons a week of deep-mine coal, and we want as much open 
cast coal as we can get in addition... 

Second only in importance to coal is steel. During the win- 
ter months, production should be running at an annual rate of 
about 13,500,000 ingot tons, and production for 1947 as a 
whole should reach 12,500,000 ingot tons . . . our target for 
1948 is 14,000,000 ingot tons... 

We want to supply more engines and more boxcars for 
the railways. We shall see that the materials are delivered 
and the labor found to speed up the construction and repair of 
transport equipment . Transport is the conveyor belt of 
industry—it must keep pace with production .. . 

Agriculture is a great potential dollar saver. We must pro- 
duce more—a great deal more—of our food at home to replace 
imports which we can no longer afford to buy, especially ex- 
pensive dollar imports .. . 

The Government is going to set a high target before agri- 
culture—nothing less than an extra £100,000,000 worth of 
food by 1951-52. That is a 20 per cent increase on the pres- 
ent output... 
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We have suspended the call-up of young men in agricul- 
ture, but we shall need 100,000 workers. We shall need a big 
capital outlay and heavy commitments on the part of the 
agricultural producers. 

The Government will take account of this and the Minister 
of Agriculture will announce this month the new scales of 
prices for future production .. . 

What we are asking is a national effort. We want this et- 
fort to run through all industries .. . 

Obviously, we must lean still further to the side of ex- 
ports. I am well aware that this means hardship to many 
people, especially to housewives who have endured with 
great patience many shortages. I am sure that everybody will 
tell them that these things are not the wanton act of the Gov- 
ernment but are necessary for the country. 

In the economic survey, the export target was put at 140 
per cent in volume of 1938 by the end of 1947. Owing to the 
fuel and weather crisis at the beginning of the year, that tar- 
get cannot be reached . . . but for the year 1948, we must 
raise our sights. 

Our target will be 140 per cent of 1938 by the end of the 
first half and 150 per cent by the end of the year. 

I do not disguise from the House that these are going to 
be very difficult targets to reach . . . 

It is clear that in order to do all these things we must in- 
sure that fuel, raw materials, labor and industrial capacity 
are made available where they are required. 

For this we require two things: first, an increase in pro- 
ductivity; second, the direction of effort into the channels 
where it will be most fruitful. 

This will involve an effort by all those engaged in industry 
and will involve some sacrifice of individual liberty—by both 
employers and workers, 

We shall have to ask, or, if necessary, issue directions to 
firms to insure that their capacity is used to produce not those 
goods which will produce the highest profit but those which 
are most needed in the interests of the national economy. 

We shall have to take some measure of control over the 
employment of labor. 

During the war we had to use full powers of direction of 
labor. It has been the desire of the Government and the coun- 
try to move as quickly as possible toward restoration of free- 
dom of individuals to undertake the kind of work that they 
prefer. 

As things have turned out, we have perhaps moved too far 
and too fast in this direction. We propose to reimpose the 
control over the engagement of labor which was almost uni- 
versal during the war but has since been removed except in 
coal mining, building and agriculture. 

This will enable all workers leaving one job and seeking 
another to be guided into that class of work on which they 
can best assist toward overcoming our economic difficulties. 

In addition, in order to avoid workers remaining unem- 
ployed or taking unessential work instead of accepting essen- 
tial employment for which they submitted under the control- 
of-engagement scheme, it would be necessary to resume to a 
limited extent the use of powers of direction . . . 

As an emergency measure [the Government] must ask 
for longer hours of work wherever it can contribute to in- 
creased production. This proposal was to be regarded as emer- 
gency, to be operated only until we could see our way clear 
on the economic front. 

Management, too, must play its part. In general . . . man- 
agement is out to co-operate with the Government, but such 
cases as there are of avoidable inefficiency or lack of will to 
serve the nation’s best interests must be dealt with, and the 
Government will not hesitate in such cases to take firm action 
as was done in the war... 

There is first the very large sums which we are expending 
in Germany for the feeding of our late enemies. The Foreign 
Secretary stated on Monday that what we cannot do when 
the present scheme runs out is to spend any more dollars 


on Germany, and discussions are invited in order to devise 
other plans. 

I come next to our defense forces, and we can help in two 
ways, by reducing numbers and by reducing the total size of 
our forces at home and overseas. In the first case we should 
save expenditure overseas and in the second we should in- 
crease our labor force at home. At present, we have some half 
a million men and women in the forces overseas . . . 

We now expect to withdraw some 133,000 men from over- 
seas by the end of this year and to raise the total withdrawals 
from overseas to over 200,000 men by the end of next March. 

In addition, we are planning to return home before the 
end of this year some 34,000 non-United Kingdom troops 
whose cost is being borne by the British Exchequer. 

But I must emphasize that, despite the acceleration in the 
rate of withdrawal from overseas stations and although cer- 
tain risks are being accepted, there is no change in our for- 
eign policy or in the defense policy. 

It was estimated that between January last and next March, 
the forces would be reduced from 1,427,000 to 1,087,000. 
The estimate was based on assumptions about withdrawals 
from overseas, but after careful review it was now considered 
that the number of men and women in the forces on March 
31, 1948, could be reduced to 1,007,000... 

I now come to the import program . . . The Government 
have now decided that the following further cuts must be 
made. 

The House recently gave the Chancellor powers to levy an 
import duty on films. The Government propose to limit remit- 
tances on foreign films to not more than 25 per cent of the 
earnings of these films. 

In his statement on June 30, the Chancellor said that we 
should reduce our imports of petrol. A reduction of 500,000 
tons would save approximately £4,000,000. We intend to 
effect at least this saving. This will necessitate the reduction 
of the basic allowance for private motorists by one third . . . 

The Chancellor proposes as from next October | to reduce 
the foreign travel allowance from £75 for 12 months to 
£35 for 14 months, with a corresponding reduction in the 
allowance for children to £20. Allowances for businessmen 
traveling abroad will also be more strictly limited. 

There will be a reduction amounting in value to £5,000,- 
000 in imports of miscellaneous consumer goods of what might 
be called the luxury type. It will be necessary to apportion 
this cut with great care so as to avoid the risk of damaging 
the economies of other countries and their power to take our 
exports and to give us increased supplies of essential goods . . . 

We propose to cut imports of timber by £ 10,000,000. We 
also hope it may be possible to make some savings by post- 
poning part of our cotton purchases... . 

We had decided that. we must make an immediate sub- 
stantial reduction in our purchases of food from hard-currency 
countries. We have, therefore, given instructions which will 
make a reduction in the rate of these purchases of the order 
of £12,000,000 a month. 

Such a reduced rate of buying from hard-currency sources 
will mean that we shall confine our buying from those sources 
to essential foods. 

Our bulk, long-term contracts for staple foodstuffs from 
these areas will not, of course, be interfered with, but for the 
present we must largely confine ourselves to such purchases 
as far as hard-currency sources are concerned. 

The House will wish to know what effect this decision 
will be likely to have upon our level of distribution of food- 
stuffs in the coming months: That will depend upon a num- 
ber of factors. It will depend on the degree to which we are 
able to buy our foodstuffs from soft-currency sources. 

Insofar as these soft-currency sources are, all things con- 
sidered, more favorable from the commercial point of view, 
the question of discrimination under Article 9 of the Loan 
Agreement will not arise. 

Where, however, such purchases cannot be justified under 


the terms of the Loan Agreement, we shall be exploring the 
situation immediately with the United States Government to 
see what steps can be taken to enable us to obtain supplies 
from soft-currency areas .. . 

As to basic rations, we shall do everything in our power to 
maintain them, though we shall not take risks with our stocks. 
If rations have to be reduced as a result of the policy out- 
lined, then the Government will introduce a differential ration- 
ing scheme designed to give preference to heavy manual 
workers, and preparations will be made against this con- 
tingency. 

Restrictions on consumption in restaurants and hotels will, 
in any case, be imposed forthwith. 

Now I come to anti-inflation . . . 

First, there must be a tighter control over both public and 
private capital investment . . . I would appeal to the workers 
in all industries and employments not to press at this time 
for increases of wages or changes in conditions . . . Equally 
I would appeal to employers not to seek to tempt workers 
away from essential work by offering higher inducements to 
work in less essential industries . . . 

I would appeal to all those in control of industry and com- 
merce to refrain from declaring high dividends. 

It must be understood by all that, if we wish to maintain 
our position in the export markets of the world, we must keep 
prices at a reasonable level .. . 

I am reminded that there is a section of the public which 
renders no useful purpose. Its members contrive to make 
money in all kinds of dubious ways. We shall take action 
against these—I think they call them spivs—and other drones, 
but public opinion can be a powerful weapon .. . 

We must also regain the habit of avoiding waste and of col- 
lecting salvage which we developed so much in the war. 

I have stated the causes which brought us to this position. 
The main cause is the fact that, when the rest of the world 
was either defeated or was standing aside from the contest, 
we of the British Commonwealth of Nations stood alone in the 
defense of civilization and freedom . . . 

No doubt this Government, like other governments, has 
made mistakes. I am quite sure a Conservative Government 
would have made others. 

I shall certainly not resent any reasonable criticisms 
. . . | was glad to note that Mr. Oliver Stanley stated that, 
despite the strictures which he had placed on our policy, 
the Opposition supports the efforts which the nation must 
now make. 

This is in line with our tradition. I agree no question of a 
coalition arises... 

I say to one and all, this is your fight . . . Circumstances 
have placed us in a position of peril and anxiety. We must 
fight to regain our economic freedom just as we fought to 
preserve our political freedom. 





--- On Economic Freedom 


“Circumstances have placed us in a posi- 
tion of peril and anxiety. We must fight to 


regain our economic freedom just as we 
fought to preserve our political freedom. . . 


Today we are engaged in another Battle of 
Britain. This battle cannot be won by a few. 
| am confident this united effort will be com- 
ing and that we shall again conquer.”’ 


PRIME MINISTER ATTLEE 
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- « e On Britain’s Role 


“‘We intend to play our full part in the 
efforts to see how the various countries of 
Europe can best help themselves and each 
other and turn to best advantage the sug- 
gestions made in the speech of Mr. Marshall. 
Meanwhile, it is incumbent upon us to spare 
no effort to remedy our own position and to 
make sure we are in the position to make the 
fullest contribution we can to our own recov- 
ery and that of the world.” 


_ PRIME MINISTER ATTLEE 











We are asking our colonies to help us by restricting to 
essentials their claims on our foreign-exchange resources, 
which are, of course, also theirs. 

But I am speaking first of all today to our own people . . 
We shall seek equality of sacrifice; we shall seek as in war to 
protect the weak and the children. I cannot tell the nation 
how long it will be before complete victory will be achieved. 
But I am sure of victory. 

I am a profound believer in the British way of life, in our 
combination of order and liberty, in our respect for justice 
and moral values. 

These are the things that unite us, though we differ in the 
ways in which we seek to maintain them. We have today 
to get into the hearts of all our people the sense of urgency 
so that they may do whatever task falls to them and may en- 
dure what hardships come to them with a consciousness of 
the great issues at stake... 

Today we are engaged in another Battle of Britain. This 
battle cannot be won by the few. It demands a united effort 
by the whole nation. 

I am confident that this united effort will be forthcoming 
and that we shall again conquer. 





By Mr. Dalton 


5 cog ARE DAYs when history is being written and when 
the eyes of the world are upon us in this little island of 
ours as we face a very grave national emergency and as we 
debate action to be taken. 

We are the elected representatives of the unconquerable 
British people and we must not fail in our trust. We have run 
into a great storm and this storm has sprung up very swiftly. 

The force of this storm is measured by the general rate of 
exhaustion of the U. S. line of credit. 

This storm has sprung up very quickly, but it has been 
blowing up for a long time. For at least a generation, if not 
more, we have never paid, under any government or any 
economic situation, whether of boom or slump, for our neces- 
sary imports by our exports alone. 

The effect of the two world wars has been to destroy a 
great part of our overseas resources of means of payment for 
our exports. Foreign investments, which were slowly ac- 
cumulated through the 19th century, have been dispersed into 
the war effort twice undergone by us in two world wars. 

Therefore, the period of living on our 19th century invest- 
ments is over and that chapter in our history has come to an 
end. 

_ We may say that the cost of things we are buying from 
the U.S.A. has increased by between 40 and 50 per cent 
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since the loan was agreed to at the end of 1945... . these are 
not the same dollars in terms of purchasing power... 

The growth of the dollar starvation all over the world has 
embarrassed many other countries as well as ourselves. Can- 
ada is in grave difficulties because of this same situation . . . 

The dollar shortage has embarrassed the economically 
strong countries of Latin America and relatively strong but 
small neutral powers such as Sweden. The unbalanced show- 
ing before the war is rapidly increasing due to the surplus of 
U. S. exports over the rest of the world. . . 

The U.S. are exporting more than twice what they are 
importing and the difference between the two figures repre- 
sents the total adverse balance of all other countries of the 
world. 

The reason for this—that sticks out a mile—is that the Con- 
tinent of Europe, of which we ourselves are an island out- 
post, and large parts of the Continent of Asia have been war 
wounded, ravaged, bombed, invaded and occupied by the 
common enemy and their recovery and productivity have 
been much slower than we had hoped .. . 

Had we not taken the American loan with all the terms and 
conditions attaching to it, we should have run into this same 
storm a year sooner . . . In the past year we have increased 
our strength and we are stronger in many respects. We have 
very much better possibilities now than when the loan was 
negotiated of increasing our future productivity. 

When this loan was negotiated, both we and the Ameri- 
cans and all experts thought this loan would give us some 
three years of help.. We shall, in fact, have had not three 
years but only some 15 months of breathing space, and the 
shortening of the period has gravely accentuated the diff- 
culties which we all foresaw .. . 

I say the prospects of increased production of coal are in- 
finitely better now than they were. Miners are now working 
for the nation, and they were not working for the nation 
when the American loan negotiations were taking place . . . 

It is common ground that some of the conditions in the 
loan agreement were imposed upon us prematurely. That was 
the view of the Government and of our negotiators—that there 
were features in this loan agreement which we disliked .. . 
Our negotiators struggled hard . . . They struggled so hard 
that, in the case of the late Lord Keynes, I am sure that 
struggle shortened his days upon earth. 

In fact, we were not able to avoid, as necessary conditions 
of obtaining these dollars, the nondiscrimination clause pre- 
maturely on Jan. 1, 1947, and convertibility on July 15 last. 
We accepted the conditions of the loan at the time we signed 
our name, and we have kept our word to date. We are en- 
titled to be proud of that because that is the British way of 
= 

It has been alleged outside this House that the loan has 
been squandered. I do not know whether that is believed in 
the House or not . . . Of our total spendings in the U. S. 
direct, 25 per cent was on food, 27 on raw materials includ- 
ing petroleum, 14 on machinery, 7 on the purchase of ships, 
12 on tobacco, 4 on films and 11 on food and other supplies 
for Germany. This was the division of the total of $1,540,- 
000,000 over 12 months. There also was United Kingdom 
purchases for dollars in the rest of the Western Hemisphere, 
Canada and South America. On these, during the same period, 
we spent $615,000,000. The figures were: from Canada, 
$220,000,000, practically all on food and predominantly 
wheat; from Central America, $260,000,000, particularly oil 
and sugar; from Argentina and other South American coun- 
tries, $135,000,000, particularly meat with some cereals. 

These countries, running very short of dollars, were in- 
creasingly demanding from us sterling convertible at once 
into dollars. . . Our grave difficulties would be almost over 
if we could export enough of our goods and services to pay 
for the imports that we need. Our difficulties all arise through 
our inability as yet to do this thing... ; 

Nominal figure (of sterling balances in the sterling area), 
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which in my view should be very substantially scaled down, 
stood at the end of June at 3,559,000,000 pounds ($14,236,- 
000,000) . . . We have been seeking to arrive at agreement 
with various sterling-balance holders in most cases, purely 
interim agreements extending over further period and we 
have brought some 1,700,000,000 pounds ($6,800,000,000) 
of these balances under control by voluntary agreements for 
blocking... 

It was very important in this critical stage of affairs to bring 
about long-term arrangements as the first stage to prevent 
uncontrolled demands for conversion of these large balances 
into dollars. The Prime Minister indicated yesterday that the 
U.S. credit would be exhausted before the end of this year, 
and, in my view, it will probably be in October, though a 
number of the measures we are going to take will have ef- 
fects which I hope will be somewhat to extend the period . . . 

It has seemed to be better to hold this [Britain’s drawing 
rights under the Constitution of the International Fund] 
among reserves and that the right course for us to pursue is 
to take up with other nations represented on the Interna- 
tional Monetary Fund next month, when they are due to hold 
their regular meeting, the question of whether we should not 
extend and modify, so far as the Constitution permits, the 
purposes for which the fund may be used. 

They [gold and dollar reserves] varied very little over last 
year. It is important that it should be understood in the U. S. 
There are some people who think we have been using U. S. 
credit in order to build up gold and dollar reserves. As 
against this £ 600,000,000 [reserves] we have liabilities in the 
form of sterling balances and even if we should succeed in 
down-writing their nominal total considerably, it would still 
be true that our total liabilities would be substantially in ex- 
cess of these gold and dollar reserves . . . 

That is one more reason for treating reserves with very 
great caution and for hesitating long before taking any steps 
which would mean rapid dipping into them. We will all 
recognize that reserves are no good unless they are able in 
some crisis to be used. But, on the other hand, they should 
only be used at the critical moment when there is some pros- 
pect that throwing in of some part of these reserves will give 
us victory in battle and not simply delay an inevitable de- 
feat... 

We shall not rule out an autumn budget if it should be 
necessary to introduce one. But we shall not be rushed into 
introducing one simply as a symbol for some effective method 
of dealing with a situation better handled by other means. 
I should view with horror, so soon after returning from the 
summer recess, the prospect of having to embark on another 
finance bill. If necessary, we will do it... 

This is only the first step . . . And many other steps are to 
come—the first step toward: control of our economic future. 
We shall ride out this storm as we have ridden out other 
storms in war and peace and we shall come through uncon- 
quered and unconquerable. 





By Mr. Churchill 


" Biyann MINISTERS tell us every week end how bad our 
position is and that the 12th hour will strike before the 
end of the year. The main facts are obvious to every thinking 
man or woman. 

Under the capitalist system of free enterprise, we had 
bred in Great Britain nearly 47,000,000 people, half of whose 
food came from beyond the seas, but whose progress was 
constant, and whose standard of living before the war was 
already the highest in Europe. 

Since then two disasters have come upon us: the Second 
World War and the first Socialist Government with a majority. 
By supreme exertions we surmounted the first disaster. The 
question which glares upon us today is: “How shall we free 
ourselves from the second?” 





- « « On the Marshall Plan 


“Our task is now simple and plain. Be- 
neath the European organization, for eco- 
nomic purposes fostered by the United 
States, we shall pursue with all our strength 
the moral, cultural and political unities which 
will enable a distracted Continent to stand 
erect upon its feet again, and cherish a 
brotherhood which will gradually, as the 
years pass by, efface old feuds and revive 
departed glories.” 


WINSTON CHURCHILL 











Almost exactly two years ago, when we emerged victorious 
from the war, and all our enemies had surrendered uncon- 
ditionally, we stood high in the world, and our name and 
fame were celebrated in many lands. 

I could not have believed, on the morrow of the German 
and Japanese surrenders, that so short a period of time could 
bring us all so low. Nearby, on the Continent of Europe, we 
see countries which were conquered, ravaged and stripped 
by the enemy and were liberated by our strong arms, which 
already have restored a thriving active life to their people. 

But we, proud Britain, who stood alone against the mighty 
tyrant, who, unaided, kept the flag of freedom flying for 
more than a whole year, are now forced to live on foreign 
aid, and also to subject ourselves to privations worse than 
those of the war. 

And if these hardships fail, there lies before us not only 
bankruptcy, but starvation. Such are the facts laid before us 
by the Ministers of the Socialist Government and confirmed 
by all that we can learn for ourselves. 

W. ae told that. on Wednesday the Prime Minister is to 
unfold another catalogue of pains and penalties which every- 
Ol wits, .uuure, in spite of all our warnings, he has left 
action so late that I fear that his measures will not be equal 
to the emergency, and will be only another installment of 
privation, frustration and restriction along our downward 
ag 

We shall accept, support and endure any and all sensible 
proposals, however severe, that are truly made in the national 
interest. We shall support them, not only in Parliament, but 
also in our daily lives and work. 

On the other hand, we shall oppose any proposal which we 
deem unwise or unnecessary, or which are inserted for the 
purpose of pandering to class jealousy and party spite... . 

In that spirit we supported their policy of seeking a large 
American loan to tide us over the transition from war to 
peace and to re-equip our industry, our agriculture and our 
mines. 

I was alarmed at some of the conditions that were imposed 
in this loan. I drew particular attention in the House of Com- 
mons to the proposal to make sterling convertible into dollars 
within so short a time as 15 months, whereas, at Bretton 
Woods, as much as five years was contemplated. I said that 
this proposal appeared so doubtful and perilous that the best 
hope was that in practice it would defeat itself. 

We also objected to the proposal that, if we were incapable 
of finding dollars to pay for American imports of tobacco, or 
other commodities, we must reduce, also in equal proportions, 
all similar imports from our dominions and colonies or any 
other alternative source. The Socialist Government gave way 
on both these points. 
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OPPOSITION LEADER: “‘Privation, frustration, restriction” 
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However, I relied, and rely now, on the wisdom of the 
fair-minded American people to make the necessary ease- 
ments without which a policy for which they have made 
heavy sacrifices will certainly fail in its effect. 

There is no shame in one brave and faithful ally, deeply 
injured in the common struggle, asking another to help him 
recover and stand upon his feet. Had the positions been 
reversed we would have done the same for them. ~ 

Therefore I supported the American loan and I will still 
support, and justify, further appeals to the United States 
provided that we are doing our best, that we are making 
the most of our resources, that we are determined to become 
a self-supporting nation and system at the earliest moment, 
and will put aside every impediment, and labor long and hard. 

It is when we are not trying our best, not making the most 
of ourselves and our resources, not pursuing a wise or prac- 
tical policy, not coming forward as a united nation, not trying 
to deal with the problems on their merits, that there is humili- 
ation in asking and receiving aid from a mighty and friendly 
See 

The first misfortune of rising prices was not wholly the 
fault of the Socialist Government. It was no doubt aggravated 
by the bad bargains in bulk buying made by Government 
officials, but the main fact is that prices rose in the United 
States so that the loan became much less valuable in goods, 
and in breathing space, than was expected. 

That is an aspect which I am sure the United States ought 
to, and will, take into consideration in relaxing the conditions 
which hamper our purchases in sterling from our dominions 
and colonies, or which enable our foreign creditors—for we 
have become a debtor nation—to exact payment from our 
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limited supply of dollars, saved, earned or borrowed, all of 
which, and more, are required for our period of recovery. 

But there are other reasons why the loan has been ineffec- 
tive. Owing to the follies and indecision of the Socialist Gov- 
ernment, a great part of the loan has been spent, not on the 
re-equipment of our industry nor upon the import of basic 
foodstuffs. 

Instead, much has been frittered away in American films 
and tobacco, and in large quantities of foods and fruits, which, 
however desirable as indulgences, were not indispensable to 
our active recovery. 

When you borrow money from another country, for the 
sacred purpose of national rehabilitation, it is wrong to squan- 
der it upon indulgences. If, now, sharp changes and curtail- 
ments are to be made in the loan expenditure on nonessen- 
tials it will be everyone’s duty to accept them... 

Why wait till the 12th hour is near before taking the meas- 
ures which every prudent housewife would have taken in her 
own home as soon as she understood what was happening? 

The Government had the knowledge, but they had neither 
the sense nor the decision to act. They were too busy planning 
and making their brave new world of controls and queues, 
of hordes of officials and multitudes of regulations. 

They exhausted what energies they had, and consumed 
their time and thought in carrying out their party fads, in 
choking the House of Commons with partisan legislation, in 
disturbing, discouraging and even paralyzing business enter- 
prise by nationalization schemes of no productive value, but 
which cast their threatening shadows and interferences far 
and wide over the whole field of British industry. 

That is how they wasted the time we could have gained 
by the American loan, just as they wasted so large a portion 
of the loan itself. 

The expansion of British industry and population was 
largely achieved upon the basis of cheap and abundant coal. 
The minister who had impeded our house building, Mr. 
Bevan, has described us as an island made of coal and sur- 
rounded by fish. But like most of his statements that was 
grotesque exaggeration. 

The Socialists assured us that the miners would give a far 
greater production if the pits were national property and we, 
and all Europe, desperately needed coal. 

Yet, now that the coal mines are nationalized, the cost of 
producing coal, which affects every industry, is much higher. 
With more miners at work and more machinery, we are pro- 
ducing 15,000,000 tons less a year than came out of the pits 
in 1941... 

The extraordinary carelessness of the Government and of 
their egregious Mr. Shinwell—the man with the tinker’s cuss— 
which led to the breakdown in fuel, light and power at the 
beginning of this year, inflicted severe avoidable hardships on 
the whole people and struck another heavy blow both at our 
domestic production and at our vital export trade .. . 

They [coal miners] have to realize that a five-day week, 
founded upon an American dole in the shape of imports 
produced by the exertions of American workingmen, is not 
likely to last very long, unless it results in improved pro- 
duction. 

Coal is the second of the major failures of the Socialist 
Party who promised us all so much. Their third major 
fault is the wild, financial extravagance, in which the Gov- 


ernment have indulged. Nothing like this has ever been 


seen before. 

The Chancellor of the Exchequer has taken from us 
£ 3,000,000,000 to cover Socialist Administration for the cur- 
rent 12 months. That is more than three times the cost of the 
State in the years before the war. Altogether he has spent, or 
proposes to spend, about £11,000,000,000 in the 32 months 
from the end of the war until the end of the new financial 
year in April, 1948. 

But what has he to show for it? One could imagine that, 
with all these vast sums being spent, and while the Ameri- 
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can loan is still flowing in, there would have been at least 
a sneaking sense of prosperity. 

On the contrary, a harder, more curtailed, more restricted 
way of life and standard of living has been imposed on every 
class of the community, and now a worse time lies ahead 
which the Government assures us may continue for years. 

I will give you some instances of this appalling waste of the 
limited resources of our hard-pressed people. The whole ex- 
penditure on the armed forces requires searching examina- 
tion. There never was a time when so much money was 
given to the Service Departments for such meager results in 
fighting power. 

Look, next, at the mismanagement of the British zone of 
Germany. Immense sums, largely in dollars, of which we are 
so short, have been and are being poured out in the British 
zone of Germany, and the only result is an ever-increasing 
discontent. 

Instead of placing upon the Germans the responsibilities of 
managing their own affairs and of earning their own living 
and giving them all the help we could from time to time, we 
have used our victory to impose upon them a highly incom- 
petent administration. This enables them to place upon us the 
blame for all the miseries they have brought upon themselves. 

The respect and even admiration with which we were re- 
garded in Germany in the hour of our victory is changing fast 
into a solemn hatred, not unmingled with contempt, when 
they read how £58,000,000 was lost in illicit trafficking in 
currency and cigarettes. 

Hundreds of millions of pounds have been needlessly 
squandered on an administration of Germany which has 
brought nothing but misery to the German people and noth- 
ing but discredit te the British occupation . . . 

No British interest is involved in our retention of the Pal- 
estine mandate. For nearly 30 years we have done our best to 
carry out an honorable and self-imposed task. 

A year ago I urged the Government to give notice to the 
United Nations organization that’ we could and would bear 
the burden of insults and injuries no longer. But the Ministers 
only gaped in shameful indecision, and they are only gaping 
still. 

Since the war we have spent or loaned abroad, without 
any return over £740,000,000, or more than the total we have 
so far spent from the American loan. 

The Socialist belief is that nothing matters much so long 
as miseries are equally shared, and certainly they have acted 
in accordance with their faith. 

In Victorian days, there was anxious talk about the “sub- 
merged tenth,” but now it is no longer a question of helping 
the submerged tenth but of submerging the other nine tenths 
down to their level. That is what, in fact, is taking place 
day by day, as you can see in your own lives and in homes 
as you look around you. There lies the road to ruin... 

Anyone can see, however, that the vigorous production 
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“But we, proud Britain, who stood alone 
against the mighty tyrant, who, unaided, 
kept the flag of freedom flying for more than 
a whole year, are now forced to live on for- 
eign aid, and also to subject ourselves to 
privations worse than those of the war, and 
if these hardships fail, there lies before us 
not only bankruptcy, but starvation.” 
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of food on the largest possible scale in this island holds the 
first place. Let us be under no error in this matter. The pros- 
perity of agriculture and food production depends on large 
numbers of laborers, and to have the labor we must have 
the rural houses in which they can dwell and rear their 
families. These the Socialists have refused. 

It also depends upon a full supply of the agricul- 
tural machinery which the Government has so recklessly 
exported to foreign countries. This was indeed devouring 
the seed corn. 7 

But while we do not intend to prescribe before we are 
called in there are two things I will tell you that we will not 
do. We shall not allow the advance of society and the eco- 
nomic well-being of the nation to be regulated and curtailed 
by the pace of the weakest brethren among us. | 

Proper incentives must be offered and full freedom given 
to the strong to use their strength for the common weal. 
Initiative, enterprise, thrift, domestic foresight, contrivance, 
good housekeeping and natural ability must reap their just 
reward. 

On any other plan the population of this island will sink 
by disastrous and agonizing stages to a far lower standard 
of life and to two thirds of its present numbers. . . 

I will turn, before I close, to wider fields which deeply 
influence our island fortune. The foundation of British policy 
must be an ever closer association with the United States. 

I have never asked at any time, or suggested, an alliance. 
I want something much more than that. We must seek some- 
thing less precise and far more potent. 

The whole English-speaking world must move forward to- 
gether in fraternal association along the lines of destiny. This 
will be the greatest hope of peace among nations and of the 
freedom and dignity of ordinary men and women over the 
largest portion of the globe. 

The conception of United Europe, joined together in 
amity and fact, though not, perhaps, at first in form, in no 
way conflicts with the fraternal association of the English- 
speaking commonwealth and states. On the contrary, both 
the natural and vital affiliations are drawn together in their 
due subordination to the supreme United Nations organiza- 
tion, and can be only a contributory part of the world sys- 
tem... 

Our task is now simple and plain. Beneath the European 
organization, for economic purposes fostered by the United 
States, we shall pursue with all our strength the moral, cul- 
tural and political unities which will enable a distracted Con- 
tinent to stand erect upon its feet again, and cherish a broth- 
erhood which will gradually, as the years pass by, efface old 
feuds and revive departed glories. 

Our plan for United Europe is no menace or challenge to 
any state outside it. All our doors are open. Anyone can join 
the club if they are sincerely attracted by its principles and 
wish to share in the advantages it can surely bestow. 

If there be some countries that have not the liberty to join 
us at the present time, let them be sure that they will always 
be welcome. We are told that it is wrong to divide Europe 
into two parts and into two systems, but this is not our aim 
and certainly not our fault. 

It is true that an Iron Curtain has descended across Eu- 
rope from Stettin on the Baltic to Trieste on the Adriatic. We 
do not wish the slightest ill to those who dwell on the East 
of that Iron Curtain which was never of our making. On the 
contrary, our prosperity and happiness would rise with theirs. 

Let there be sunshine on both sides of the Iron Curtain, 
and if ever the sunshine should be equal upon both sides, the 
curtain will be no more. It will vanish away like the mists of 
the morning and melt in the warm light of happy days and 
cheerful friendship. 

I trust that these thoughts will become facts and not merely 
dreams. Here is the path at home, and abroad, along which 
we should persevere with malice to none and with hope for 


all. 
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U.S. Split Over Plan 
To Make Ruhr a TVA 


Worst kept secret in Washington 
today, if it is supposed to be a secret, 
is what high officials of the U.S. 
Government think of the international 
situation. Whatever they say publicly, 
privately they agree that the world is 
in a mess, and a very dangerous one. 
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Russia is not caving in under a 
tough U.S. policy. The United Na- 
tions is bogged down. The atom 
bomb is still uncontrolled. The Tru- 
man policy may not be moving fast 
enough to counter chaos and com- 
munism in Greece. The Marshall Plan 
is being brewed by so many friendly 
cooks there is fear for the product. 
There is trouble over Egypt, trouble 
in the Balkans, trouble in Indonesia, 
bitterness and violence in Palestine. 
As for China, American officials throw 
up their hands in dismay. 
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Britain’s crisis comes on top of all 
the others, hits Washington hardest 
because the big U.S. loan was sup- 
posed to prevent any such difficulty. 
Actually, this is England’s third crisis 
so far this year. No. 1 came with the 
coal shortage and blizzards in Febru- 
ary, No. 2 arrived when Britain pulled 
out of Greece. No. 3 is tougher, may 
last longer. 
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Timing of Clement Attlee’s speech 
announcing the British crisis was 
agreed on in advance between Wash- 
ington and London. The English 
Prime Minister was careful to speak 
after, rather than before, Congress 
adjourned. 
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Official Washington won't criticize 
Attlee’s new program for Britain. The 
main points were discussed with the 


U.S. beforehand. 
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Necessity for Poland 
To Ship Coal West 


Gen. Lucius D. Clay, U.S. Military 
Governor in Germany, is the center 
of a three-cornered fight among the 
British, the U.S. State Department 
and the U. S. War Department. Clay’s 
fellow generals uphold him, but dip- 
lomats in both London and Washing- 
ton privately call him a dictator. Deci- 
sion to hold the Ruhr conference in 
Washington, without Clay, both 
pleases the British and convinces 
them that the General is on the skids. 
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A particular reason for the journey 
of U.S. Secretary of War Kenneth 
C. Royall to Germany was to placate 
General Clay. Written instructions to 
Clay from the State Department, 
about managing the Ruhr, so infuri- 
ated him that he threatened to resign. 
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Sooner or later, George C. Mar- 
shall, as U.S. Secretary of State, will 
have to resolve the guerrilla warfare 
between his present lieutenants in 
State and his former ones in the War 
Department. As it is, the battling 
within the U. S. ranks is both embar- 
rassing and costly. It is embarrassing 
at Anglo-American meetings, and it is 
costly to the extent that it delays prog- 
ress in the Ruhr. 
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Insiders are betting 50-50 that the 
Anglo-American conference on the 
Ruhr will be a fizzle. It is no more 
than an even chance that the con- 
ferees will reach a working agreement 
on ownership and management of the 
Ruhr mines. Yet without greatly in- 
creased production from these mines, 
the Marshall Plan of aid to Europe 
cannot work. 





Russia's Shortage 
Of Rolling Stock 


An RVA—Ruhr Valley Authority— 
patterned after the American TVA, is 
coming to be a key issue dividing 
U.S. policymakers. Officials of the 
State Department, and of the World 
Bank, are leaning strongly toward 
some version of an RVA. The Bank 
would require an intergovernmental 
setup in the Ruhr to underwrite a 
loan. But General Clay and the War 
Department are thought to be strong- 
ly opposed to an RVA. 
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The Poles and the Russians, though 
opposing the Marshall Plan, have no 
choice but to answer Western Eu- 
rope’s call for coal. Polish rail lines 
to Russia can't haul the 9,000,000 tons 
contracted for. Much of this may now 
have to move westward. 
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Russia’s transport troubles, in fact, 
are at a new peak. Freight cars of the 
Russian gauge are so urgently needed 
inside the Soviet Union that satellite 
governments are being told to 
suspend conversion of their railroads 
to accommodate Russian rolling stock. 
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In European capitals, Alberto Do- 
dero, Argentina’s shipping tycoon, is 
credited with underwriting the ex- 
penses of Senora Eva de Perén’s visit 
to Spain, Italy, France and Switzer- 
land. Dodero appeared in the role 
of secretary to the wife of the Argen- 
tine President throughout her trip. 
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Dwight Griswold, the Nebraskan 
who is running the U.S. program in 
Greece, is being advised by Washing- 
ton to steer clear of the Greeks’ intra- 
governmental squabbles. British ma- 
neuvering to influence appointments 
to the Athens Cabinet kept them in 
continuous hot water. 
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Calling the Republic of France .. . 





FRANCE—What have you to sell to the United States? 


The segment of the United States most important to you is made 
up of those who are known to be interested in international affairs. 
And they are the subscribers to WORLD REPORT... They 


are your best customers for quality products. 


In the pages of WORLD REPORT you 
can advertise your products to a respon- 
sive market which, for the first time in the 
history of publishing, has been gathered 
together into a single audience. 


Never before have so many people, all of 
them engaged directly or indirectly in 
world business, voluntarily subscribed to 
a single magazine—more than 112,000. 


° we Send for advertising rates and 


. , { bus? detailed information regarding 
Worte . ra. this unique market—either di- 
Het CH Lt rect or through your advertising 


representatives. 


4 WORLD REPORT 


New York 20, N. Y. 


The only magazine of its kind—re- 
porting, interpreting and forecast- 
ing the news of international affairs. 
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